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Our 
Company 


Hess Corporation is a leading global independent energy company engaged in the exploration 
and production of crude oil and natural gas. 

We are committed to meeting the highest standards of corporate citizenship by protecting the 
health and safety of our employees, safeguarding the environment and making a positive impact 


on the communities in which we do business. 
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Financial and 
Operating Highlights 


HESS CORPORATION 


Amounts in millions, except per share data 


Financial — for the year 2017 2016 
Sales and other operating revenues $ 5466 $ 4,762 
Net income (loss) attributable to Hess Corporation $ (4,074) $ (6,132) 
Net income (loss) per share diluted © $ (13.12) $ (19.92) 
Common stock dividends per share $ 1.00 $ 1.00 
Net cash provided by operating activities $ 945 $ 795 
E&P capital and exploratory expenditures $ 2,047 $ 1,871 
Midstream capital expenditures $ 121 $ 283 
Weighted average diluted shares outstanding 314.1 309.9 
Financial — at year end 2017 2016 
Total assets $ 23,112 $ 28,621 
Cash and cash equivalents $ 4,847 $ 2,732 
Total debt $ 6,977 $ 6,806 
Total equity $ 12,354 $ 15,591 
Debt to capitalization ratio © 36.1% 30.4% 
Common stock price $ 47.47 $ 62.29 
Operating — for the year 2017 2016 


Net production 
Crude oil and natural gas liquids (thousands of barrels per day) 


United States 153 165 

International 66 70 
Total 219 235 
Natural gas (thousands of MCF per day) 

United States 211 258 

International 309 265 
Total 520 523 
Barrels of oil equivalent (thousands of barrels per day) 306 322 


(a) Calculated as net income (loss) attributable to Hess Corporation less preferred stock dividends as applicable, divided by weighted average number 
of diluted shares. 
(b) Total debt as a percentage of the sum of total debt and total equity. 


Letter to 
Shareholders 


Our strategy is to grow our resource base in a capital- 
disciplined manner, to move down the cost curve so we 
are resilient in a low oil price environment, and to be cash 
generative at a $50 per barrel Brent oil price post-2020. 
In 2017, we made substantial progress in executing this 
strategy and in positioning our company to deliver 
significant long-term value and superior financial returns 
to shareholders. 


High Graded, Focused Portfolio 

We moved aggressively in 2017 to high grade and focus 
our portfolio by investing in our highest return assets — 
Guyana, which is one of the industry’s largest oil 
discoveries in a decade, and the Bakken, our largest 
operated asset where we have more than 500,000 

net acres in the core of the play — and by divesting 
higher cost, mature assets. 


On a pro forma basis, our high graded portfolio is now 
expected to generate capital-efficient compound annual 
production growth of approximately 10 percent through 
2023. The combination of investing in lower cost 
assets and divesting higher cost assets — along with 

a meaningful $150 million annual cost reduction program 
— is expected to drive our cash unit production costs 
down by approximately 30 percent to less than 

$10 per barrel of oil equivalent by 2020. As a result, 

we expect to generate compound annual cash flow 
growth of approximately 20 percent through 2023 at 

a $50 per barrel Brent flat oil price. 


Our 2017 asset monetizations resulted in total proceeds 
of $3.4 billion and the release of $1.3 billion of asset 
retirement obligations. In the fourth quarter, we 
announced and completed the sale of our mature, higher 
cost assets in Norway for proceeds of $2 billion and 

in Equatorial Guinea for proceeds of $650 million. These 
sales followed the divestiture of our mature Permian 
enhanced oil recovery assets for total proceeds of 

$600 million and the successful IPO of Hess Midstream 
Partners that resulted in net proceeds to Hess 


Corporation of $175 million. In addition, we have 
commenced a sales process for our interests 
in Denmark. 


Proceeds from our asset sales will first be used to 
prefund our world-class investment opportunity in 
Guyana. In addition, in 2018 we plan to increase from 
four rigs to six rigs in the Bakken, buy back up to 
$1.5 billion in stock and reduce debt by $500 million. 


Key to our strategy is our position in Guyana — an 
extraordinary oil investment opportunity that is uniquely 
advantaged by its scale, reservoir quality, cost, rapid 
cash paybacks and superior financial returns. The 

6.6 million acre Stabroek Block in Guyana, where Hess 
has a 30 percent interest, represents one of the most 
attractive oil investment opportunities in the world today. 


In February 2018, Hess announced a seventh oil 
discovery at the Stabroek Block with the Pacora-1 well. 
This discovery followed a January 2018 announcement of 
positive results from the Ranger-1 well, which 
encountered 230 feet of high quality, oil bearing 
carbonate reservoir. The Ranger discovery demonstrated 
that the petroleum system is working in a new geologic 
play in the Guyana Basin more than 60 miles northwest 
of the Liza development and reaffirmed the extraordinary 
exploration potential of the Stabroek Block. Excluding 
Ranger and Pacora, estimated gross discovered 
recoverable resources on the block were recently 
increased to more than 3.2 billion barrels of oil equivalent. 
In addition, we continue to see multi-billion barrels of 
additional exploration potential across the block. 


The Liza Phase 1 development offshore Guyana, 
sanctioned last June, will have the gross capacity to 
produce approximately 120,000 barrels of oil per day, 
with first production expected by 2020. The second 
phase of the Liza development will have a gross 
production capacity of approximately 220,000 barrels 
of oil per day, with start-up expected by mid-2022. 


A third phase of development is planned to closely follow 
Liza Phase 2 and is expected to bring gross production 
to more than 500,000 barrels of oil per day. 


Our 2017 financial results continued to be impacted 

by lower crude oil and natural gas selling prices, and 

we posted an adjusted net loss of $1.4 billion. Cash flow 
from operations, before changes in working capital, was 
$1.7 billion, up from $842 million in the prior year. We 
replaced 351 percent of production with proved reserve 
additions of 397 million barrels of oil equivalent at an 
attractive finding and development cost of just over $5 per 
barrel of oil equivalent — an outstanding achievement. 
Proved reserves at year end stood at 1.15 billion barrels of 
oil equivalent, higher than 2016 even with asset sales that 
reduced reserves by 239 million barrels of oil equivalent 
and production of 113 million barrels of oil equivalent 
during 2017, and our reserve life was 10.2 years. 


In the Bakken, net production averaged 105,000 barrels 
of oil equivalent per day in 2017 and is expected to reach 
175,000 barrels of oil equivalent per day by 2021. 
Through the application of geosteering, optimized 
spacing, higher stage counts and proppant loading, 

we have increased well productivity by approximately 

50 percent over the last two years. These improvements, 
together with our low drilling and completion costs, have 
enabled us to generate returns that are competitive with 
the best shale plays in the United States. 


In 2017, we achieved first gas at the North Malay 

Basin full field development in Malaysia and successfully 
advanced the Stampede development in the Gulf 

of Mexico, which achieved first oil in January 2018. 
Completion of these two developments establishes 
these assets as stable long-term cash generators 

for the company. 


On January 31, we announced a 2018 Exploration 

and Production (E&P) capital and exploratory budget 
of $2.1 billion, flat with 2017. Approximately two-thirds 
of our 2018 budget will be allocated for continuing 
exploration and development activities offshore Guyana 
and for the Bakken. 


Sustainability 

Our company is committed to helping meet the world’s 
growing energy needs in a safe, environmentally 
responsible, socially sensitive and profitable way. We are 
proud to have been recognized once again in 2017 bya 
number of third-party organizations for the quality of our 
environmental, social and governance performance and 
disclosure. 


Climate change is a global challenge that requires 
government, business leaders and civil society to work 
together on cost-effective policy responses that 
recognize the vital role that safe, affordable and reliable 
energy plays in ensuring human welfare, economic 
growth and security. As part of our commitment to 
developing energy resources in an environmentally 
responsible and sustainable manner, our Board of 
Directors is climate change literate and evaluates various 
sustainability risks and global scenarios, including some 
of the most ambitious greenhouse gas reduction 
scenarios from the International Energy Agency, in 
making strategic decisions. In addition, our company 
has established 2020 targets to reduce flaring and 
greenhouse gas emissions intensities by 50 percent 

and 25 percent respectively from 2014 levels. The 
Board’s Compensation Committee also has tied 
executive compensation to advancing the environmental, 
health and safety goals of the company. 


Commitment to Shareholders 

We will continue to execute our strategy that has 
positioned our company to deliver significant value for our 
shareholders for years to come. We are excited about 
the future and grateful for the guidance of our Directors 
and the dedication of our employees. Thank you, our 
shareholders, for your continued support and interest. 


Hie 8s 


John B. Hess 
Chief Executive Officer 
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James H. Quigley 
Chairman of the Board 


April 2018 


Global 
Operations 


Production 

During 2017, the company sold higher cost, mature 
assets in the Permian Basin, Equatorial Guinea and 
Norway, consistent with our strategy to high grade 
and focus our portfolio on our highest return assets. 
Net production from assets sold in 2017 totaled 
approximately 55,000 barrels of oil equivalent per day. 


In 2017, net production averaged 306,000 barrels of oil 
equivalent per cay, including Libya, compared with 
822,000 barrels of oil equivalent per day in 2016. The 
decline in production year over year was primarily the result 
of asset sales associated with the strategic reshaping of 
the company’s portfolio, unplanned downtime resulting 
from a fire at the Shell-operated Enchilada platform in the 
Gulf of Mexico and natural field declines. 


In the Bakken, Hess’ operated rig count averaged 3.5 in 
2017, slightly higher than the average rig count of 3.3 in 
2016. The company brought 68 new wells on production 
in 2017, compared with 100 wells in 2016, and delivered 
net production from the Bakken that was flat year on year 
at 105,000 barrels of oil equivalent per day. 


Based on positive production results from our 

60 stage, 140,000 pound proppant per stage 
completion design, we expect to achieve an average 
10-15 percent uplift in estimated ultimate recovery 
and 180 day cumulative initial production rates per 
well, compared with our previous 50 stage and 
70,000 pound proppant per stage completion design. 
As a result, we have increased our estimate of net 
ultimate recovery from our Bakken acreage to 

2.0 billion barrels of oil equivalent from our previous 
estimate of 1.7 billion barrels of oil equivalent, and 
we continue to evaluate and test additional enhanced 
completion techniques. 


In the Utica shale play in eastern Ohio, where the 
company participates through its 50 percent interest 

in a joint venture with CONSOL Energy, net production 
averaged 19,000 barrels of oil equivalent per day in 
2017, compared with 29,000 barrels of oil equivalent per 
day in 2016. This reflects natural field declines, as Hess 
did not bring any new wells online in 2017. 


In the deepwater Gulf of Mexico, net production 
averaged 54,000 barrels of oil equivalent per day in 
2017, compared with 61,000 barrels of oil equivalent 
per day in 2016. This decrease is primarily the result of 
unplanned downtime resulting from the fire at the Shell- 
operated Enchilada platform and natural field declines, 
partially offset by a 7,000 barrels of oil equivalent per 
day increase from the Tubular Bells Field (67 percent 
working interest, operator). 


At the Carigali Hess-operated Malaysia/Thailand Joint 
Development Area (50 percent working interest), net 
production averaged 37,000 barrels of oil equivalent 
per day in 2017, compared with 34,000 barrels of oil 
equivalent per day in 2016. 


In the Danish North Sea, net production from the South 
Arne Field (62 percent working interest, operator) 
averaged 10,000 barrels of oil equivalent per day in 
2017, compared with 13,000 barrels of oil equivalent per 
day in 2016, reflecting natural field declines. In the fourth 
quarter of 2017, the company commenced a sales 
process for our interests in Denmark. 


Developments 

At the North Malay Basin full field development project 

in the Gulf of Thailand (50 percent working interest, 
operator), Hess completed installation of the central 
processing platform and achieved first gas in July 2017 
safely, on time and under budget. The completion of the 
full field development resulted in net production averaging 
11,000 barrels of oil equivalent per day in 2017, 
compared with 5,000 barrels of oil equivalent per day 

in 2016. In the fourth quarter of 2017, North Malay Basin 
reached its planned plateau rate of approximately 
28,000 barrels of oil equivalent per day of gas net to 
Hess, establishing the asset as a significant long-term, 
low-cost cash generator for the company. 


In the deepwater Gulf of Mexico, Hess continued to 
advance the Stampede development project (25 percent 
working interest, operator). In 2017, the company 
successfully installed the tension leg platform and 
topsides on location and completed the development’s 
first three production wells and all subsea work. First 

oil was achieved in January 2018. 


Offshore Guyana, Hess holds a 30 percent interest 

in the 6.6 million acre Stabroek Block. Esso Exploration 
and Production Guyana Limited, a subsidiary of 
ExxonMobil, is operator and holds a 45 percent interest. 
CNOOC Nexen Petroleum Guyana Limited holds the 
remaining 25 percent interest. 


In June 2017, the first phase of the Liza development, 
on the Stabroek Block, was sanctioned. The project will 
develop, on a gross basis, approximately 450 million 
barrels of oil through a floating production, storage and 
offloading (FPSO) vessel with capacity of approximately 
120,000 barrels of oil per day. Development drilling is 
planned to start in 2018 using the Noble Bob Douglas 
drillship. First production from the Liza Phase 1 
development is expected by 2020. 


Planning for a second phase of development at Liza 

is underway and expected to utilize an FPSO vessel 
with gross production capacity of approximately 
220,000 barrels of oil per day. First oil from the Liza 
Phase 2 development is targeted for mid-2022. A third 
phase of development will focus on the Payara area 
and is expected to closely follow Liza Phase 2. 


Exploration 

The world-class Liza-1 discovery in 2015 and subsequent 
exploration and appraisal drilling in 2016 brought the total 
discovered resource on the Stabroek Block, offshore 
Guyana, to more than 1 billion barrels of oil equivalent at 
the end of 2016. In March 2017, another oil discovery 
on the block was confirmed at the Snoek prospect 
located approximately five miles southeast of the Liza-1 
discovery. The Snoek-1 exploration well encountered 

82 feet of high quality, oil bearing sandstone reservoirs. 


Drilling Operations, Offshore Guyana 


Following the Snoek discovery, the Payara-2 appraisal 
well was drilled in the fourth quarter of 2017 and 
encountered 59 feet of high quality, oil bearing 
sandstone reservoirs. The Payara-2 appraisal well 
confirmed Payara as a significant oil discovery. 


A fifth oil discovery on the Stabroek Block was 
announced in October 2017 at the Turbot prospect 
located approximately 30 miles southeast of the Liza-1 
well. The Turbot-1 exploration well encountered 75 feet 
of high quality, oil bearing sandstone reservoirs. Drilling 
of an additional well at the Turbot discovery is planned 
for 2018. 


These five discoveries on the block — Liza, Payara, 
Snoek, Liza Deep and Turbot — are now estimated to 
have total recoverable resources of more than 3.2 billion 


Production Operations, North Dakota 


barrels of oil equivalent, nearly triple the estimate since 
the end of 2016. 


Drilling of the Ranger-1 exploration well on the Stabroek 
Block began in November 2017, using the Stena Carron 
drillship. As announced in January 2018, the well 
resulted in a discovery and encountered approximately 
230 feet of high quality, oil bearing carbonate reservoir. 
The Pacora-1 exploration well was drilled in February 
2018 and resulted in a seventh oil discovery, 
encountering approximately 65 feet of high quality, 

oil bearing sandstone reservoir. Resources associated 
with the Ranger-1 and Pacora-1 discoveries will be 
accretive to the more than 3.2 billion barrels of oil 
equivalent previously discovered on the block. Additional 
exploration drilling is planned on the Stabroek Block for 
2018, including appraisal drilling at the Ranger discovery. 
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Sustainability 


Sustainability practices are a fundamental part of 

our company’s operations. We believe they create 
value for our shareholders and help position us to 
continuously improve business performance. Although 
the low oil price environment continued to be 
challenging for our industry in 2017, our commitment 
to excellence in operational, safety and environmental 
performance, stakeholder engagement and corporate 
citizenship has been unwavering. To that end, we 
have developed an environment, health, safety and 
social responsibility strategy with the input of our 
stakeholders that focuses our efforts on the areas 
most material to our business, including health and 
safety, climate change, community and stakeholder 
engagement, human rights and transparency. 


As part of our commitment, our Board of Directors 
and its committees are actively engaged in overseeing 
Hess’ sustainability practices and work alongside 
senior management to ensure that focus on these 
topics starts from the top. The Environment, Health 
and Safety (EHS) Subcommittee of the Board’s Audit 
Committee provides oversight and makes 
recommendations to the full Board of Directors with 
respect to Hess’ policies, positions and systems for 
environment, health, safety and social responsibility 
compliance and risk management. This ensures that 
climate change and environmental risks are discussed 
at the Board level and taken into account in strategic 
decisions. Furthermore, the Board’s Compensation 
Committee has tied executive compensation to 
advancing the environmental, health and safety goals 
of the company. 


Safety and Health 

Our company’s top priority is the safety of our 
workforce and the communities in which we operate. 
We work closely with our employees and contractors to 
promote a strong safety culture, with the ultimate goal 
of everyone, everywhere, every day, home safe. As a 


result, we reduced both our 2017 workforce recordable 
incident rate and lost time incident rate by 38 percent 
compared with 2016, with improvements in both 
employee and contractor performance. While our 
overall safety performance was positive, our severe 
safety incident rate did not meet our internal target. 
After identifying an upward trend early in the year, we 
implemented immediate corrective actions that resulted 
in an 18 percent reduction in our severe safety incident 
rate from June to December. Severe safety incidents 
will continue to be a focus of our key improvement 
initiatives in 2018. 


We continually work to enhance our process safety 
management systems, which are an integral part of 
our business and play a critical role in mitigating risk. 
In 2017, we concluded a two-year assessment of 

our process safety management systems across 

the company, along with a review of the mechanical 
integrity of our onshore and offshore locations as 

part of our ongoing integrity management program. 
Recommendations and actions from both reviews will 
help inform improvement programs from 2018 onward. 


Environment and Climate Change 
Climate change is a global challenge that requires 
government, business leaders and civil society to 
work together on cost-effective policy responses that 
recognize the vital role that safe, affordable and reliable 
energy plays in ensuring human welfare, economic 
growth and security. Our Board of Directors is regularly 
briefed on climate change by a subject matter expert 
to ensure that risks are considered in the development 
of company strategies and policies. 


Based on the International Energy Agency’s 2017 
World Energy Outlook, oil and gas are essential to 
meet the world’s growing energy demand through 
2040, even assuming a carbon-constrained future. 


Team Hess Riders in MS 150 to Support 
the National Multiple Sclerosis Society 


We are committed to developing energy resources 
that the world needs in an environmentally responsible 
and sustainable manner. In June 2017, the Task 
Force on Climate-Related Financial Disclosures, which 
was an outgrowth of the G20 Financial Stability 
Board, issued its final recommendations on how the 
financial sector should take account of climate-related 
issues. Our updated climate change strategy, which 
was implemented beginning in 2015, is closely aligned 
with these recommendations. 


Our company has established 2020 reduction targets for 
greenhouse gases and flaring. Between 2008 and 2017, 
we reduced our equity greenhouse gas emissions by 
more than 6 million tonnes through improved operating 
practices and asset closures and divestitures. We will 
continue to take steps to monitor and measure our 
progress and develop energy resources responsibly. 


Social Responsibility 

In 2017, we participated in multi-stakeholder initiatives 
designed to advance transparency, environmental 
protection, human rights and good governance, 
including continued support of the Voluntary Principles 
on Security and Human Rights. Hess continues to be 
involved in IPIECA, the global oil and gas industry 
organization for environmental and social issues, and 
the United Nations Global Compact and the Global 
Compact U.S. Network, which shares best practices in 
sustainable business conduct across the private sector. 


Stakeholder engagement processes are integrated into 
our enterprise risk workshops and asset business plans. 
In 2017, we initiated stakeholder engagement and 
grievance mechanism processes at two asset locations 
and carried out an integrated stakeholder mapping 
review at one additional location. 


PRODEGE (the Program for Educational Development 
of Equatorial Guinea) — a partnership between Hess 
and the Equatorial Guinean government that concluded 
at the end of 2017 — delivered programs and training 
focused on improving the quality of education, reaching 
more than 69 percent of the country’s student 
population. Since its inception in 2007, PRODEGE 

has benefited more than 135,000 students and 

1,000 teachers who received program accreditation, 
with results that include: 


e Establishing the first Education Management 
Information System to strengthen institutional capacity 
and technical knowledge and improve data collection. 


e Defining and developing a nationwide program 
in active learning methodology for approximately 
7,500 teachers. 


e Achieving a 34 percent decrease in students repeating 
first grade, an 8 percent increase in females attending 
and completing primary school, and a 14 percent 
increase in ready-age students enrolling in primary 
school. 


Succeed 2020, Hess’ $25 million North Dakota 
education and workforce initiative, concluded in 2017. 
The five-year program, aimed at improving the transition 
from secondary school to college and careers, had a 
positive effect on students, regional education authorities 
and related agencies across the state. Program 
outcomes include increasing the number of state 
scholarships by 8 percent and increasing high school 
completion rates by 1 percent. 


In 2017, Hess renewed its three-year commitment to the 
LEAP initiative (Learn, Engage, Advance, Persevere), 
which was introduced in 2014 at two middle schools in 
the Houston Independent School District, one of the 
largest school districts in Texas. LEAP 2.0 represents a 
broader partnership with elementary, middle and high 
schools in the district with an aim to improve attendance 
and increase learning capabilities for students identified 


as at risk of dropping out. The initiative has offered more 
than 2,800 students a broad range of support, such as 
access to a home library reading program, in-school 
support services, college and career readiness training 
and expanded science, technology, engineering and 
mathematics program enhancements. 


In the aftermath of Hurricane Harvey and its devastating 
impact on the Houston community, our company took 
immediate steps to support recovery and rebuilding 
efforts, including a $1 million donation to the Hurricane 
Harvey Relief Fund. We implemented an employee 
assistance program to help those who were impacted by 
Hurricane Harvey and established a matching gift 
program for employees that raised more than $645,000 
for three relief organizations. We also donated Hess Toy 
Trucks to schools near our Houston office and to holiday 
toy drives. For the 17th year, our Houston team took part 
in the MS 150, a two-day bike ride to support the 
National Multiple Sclerosis Society, and boosted Hess’ 
total donation to more than $1 million. 


Environmental, Social and Governance 
Disclosure 

Hess views transparency in reporting as a key part of 
being a trusted energy partner. Our company continued 
to be recognized in 2017 for the quality of our 
environmental, social and governance disclosures, 
reinforcing our position as a top-quartile performer in our 
industry. We have been recognized as a leader in climate 
change transparency for the past nine years by the CDP, 
an international nonprofit group seeking to drive 
sustainable economies. We were named to Corporate 
Responsibility Magazine’s list of 100 Best Corporate 
Citizens for the tenth consecutive year and were one of 
only five oil and gas companies to make the list in 2017. 
Hess also was included in the Dow Jones Sustainability 
Index North America for the eighth consecutive year. 


Additional detail on our environmental, social and 
governance programs and progress, as well as 
performance data, can be found in our annual 
sustainability report. 
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The aggregate market value of voting stock held by non-affiliates of the Registrant amounted to $12,290,000,000, computed 
using the outstanding common shares and closing market price on June 30, 2017, the last business day of the Registrant’s most recently 
completed second fiscal quarter. 

At December 31, 2017, there were 315,053,615 shares of Common Stock outstanding. 

Part III is incorporated by reference from the Proxy Statement for the 2018 annual meeting of stockholders. 
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Unless the context indicates otherwise, references to “Hess”, the “Corporation”, “Registrant”, “we”, “us”, “our” and 


“its” refer to the consolidated business operations of Hess Corporation and its subsidiaries. 


CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 


Certain sections in this Annual Report on Form 10-K, including information incorporated by reference herein, and those 
made under the captions Business and Properties, Management’s Discussion and Analysis of Financial Condition and 
Results of Operations and Quantitative and Qualitative Disclosures about Market Risk contain “forward-looking” statements, 


as defined under the Private Securities Litigation Reform Act of 1995. Generally, the words “anticipate, 
“expect,” “forecast,” “guidance,” “could,” “may, 
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should,” “would,” “believe,” “intend,” “project,” “plan, 
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predict, 


estimate,” 
” “will,” 


“target” and similar expressions identify forward-looking statements, which generally are not historical in nature. Forward- 
looking statements related to our operations are based on our current understanding, assessments, estimates and projections of 
relevant factors and reasonable assumptions about the future. Forward-looking statements are subject to certain known and 
unknown risks and uncertainties that could cause actual results to differ materially from our historical experience and our 
current projections or expectations of future results expressed or implied by these forward-looking statements. As and when 
made, we believe that these forward-looking statements are reasonable. However, given these uncertainties, caution should 
be taken not to place undue reliance on any such forward-looking statements since such statements speak only as of the date 
when made and there can be no assurance that such forward-looking statements will occur and actual results may differ 
materially from those contained in any forward-looking statement we make. Except as required by law, we undertake no 
obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events 
or otherwise. Risk factors that could materially impact future actual results are discussed under Item 1A. Risk Factors within 


this document. 


Glossary 


Throughout this report, the following company or industry specific terms and abbreviations are used: 


Appraisal well— An exploration well drilled to confirm the results of a discovery well, or a well used to determine the 
boundaries of a productive formation. 


Bbl — One stock tank barrel, which is 42 United States gallons liquid volume. 


Barrel of oil equivalent or Boe — This reflects natural gas reserves converted on the basis of relative energy content of six mcf 
equals one barrel of oil equivalent (one mcf represents one thousand cubic feet). Barrel of oil equivalence does not 
necessarily result in price equivalence, as the equivalent price of natural gas on a barrel of oil equivalent basis has been 
substantially lower than the corresponding price for crude oil over the recent past. See the average selling prices in the table 
on page 9. 


Boepd — Barrels of oil equivalent per day. 
Bopd — Barrels of oil per day. 


Condensate — A mixture of hydrocarbons that exists in the gaseous phase at original reservoir temperature and pressure, but 
that when produced, is in the liquid phase at surface pressure and temperature. 


Development well — A well drilled within the proved area of an oil and/or natural gas reservoir with the intent of producing 
oil and/or natural gas from that area of the reservoir. 


Dry hole or dry well — An exploratory or development well that does not find oil or natural gas in commercial quantities. 


Exploratory well — A well drilled to find oil or natural gas in an unproved area or find a new reservoir in a field previously 
found to be productive by another reservoir. 


Fractionation — Fractionation is the process by which the mixture of NGLs that results from natural gas processing is 
separated into the NGL components, such as ethane, propane, butane, isobutane, and natural gasoline, prior to their sale to 
various petrochemical and industrial end users. Fractionation is accomplished by controlling the temperature of the stream of 
mixed liquids in order to take advantage of the difference in boiling points of separate products. 


Field — An area consisting of a single reservoir or multiple reservoirs all grouped or related to the same individual geological 
structural feature and/or stratigraphic condition. 


Gross acreage — acreage in which a working interest is held by the Corporation. 

Gross well — a well in which a working interest is held by the Corporation. 

Mcf— One thousand cubic feet of natural gas. 

Mmcfd — One thousand mcf of natural gas per day. 

Net acreage or Net wells — The sum of the fractional working interests owned by us in gross acres or gross wells. 


NGLs or Natural gas liquids — Naturally occurring substances that are separated and produced by fractionating natural gas, 
including ethane, butane, isobutane, propane and natural gasoline. Natural gas liquids do not sell at prices equivalent to 
crude oil. See the average selling prices in the table on page 9. 


Non-operated — Projects in which the Corporation has a working interest but does not perform the role of Operator. 
OPEC — Organization of Petroleum Exporting Countries. 


Operator — The entity responsible for conducting and managing exploration, development, and/or production operations for 
an oil or gas project. 


Participating interest — Reflects the proportion of exploration and production costs each party will bear or the proportion of 
production each party will receive, as set out in an operating agreement. 


Production entitlement — The share of gross production the Corporation is entitled to receive under the terms of a production 
sharing contract. 


Production sharing contract— An agreement between a host government and the owners (or co-owners) of a well or field 
regarding the percentage of production each party will receive after the parties have recovered a specified amount of capital 
and operational expenses. 


Productive well — A well that is capable of producing hydrocarbons in sufficient quantities to justify commercial exploitation. 
Proved properties — Properties with proved reserves. 


Proved reserves — In accordance with Securities and Exchange Commission regulations and practices recognized in the 
publication of the Society of Petroleum Engineers entitled, “Standards Pertaining to the Estimating and Auditing of Oil and 
Gas Reserves Information,” those quantities of crude oil and condensate, NGLs and natural gas, which, by analysis of 
geoscience and engineering data, can be estimated with reasonable certainty to be economically producible from a given date 
forward, from known reservoirs, and under existing economic conditions, operating methods, and government regulations 
prior to the time at which contracts providing the right to operate expire, unless evidence indicates that renewal is reasonably 
certain, regardless of whether deterministic or probabilistic methods are used for the estimation. The project to extract the 
hydrocarbons must have commenced or the operator must be reasonably certain that it will commence the project within a 
reasonable time. 


Proved developed reserves — Proved reserves that can be expected to be recovered through existing wells with existing 
equipment and operating methods or for which the cost of the required equipment is relatively minor compared to the cost of 
anew well. 


Proved undeveloped reserves — Proved reserves that are expected to be recovered from new wells on undrilled acreage, or 
from existing wells where a relatively major expenditure is required for recompletion. Reserves on undrilled acreage shall be 
limited to those directly offsetting development spacing areas that are reasonably certain of production when drilled, unless 
evidence using reliable technology exists that establishes reasonable certainty of economic producibility at greater distances. 


Unproved properties — Properties with no proved reserves. 


Working interest — An interest in an oil and gas property that provides the owner of the interest the right to drill for and 
produce oil and gas on the relevant acreage and requires the owner to pay a share of the costs of drilling and production 
operations. 


PARTI 


Items 1 and 2. Business and Properties 


Hess Corporation, incorporated in the State of Delaware in 1920, is a global Exploration and Production (E&P) company 
engaged in exploration, development, production, transportation, purchase and sale of crude oil, natural gas liquids, and 
natural gas with production operations located primarily in the United States (U.S.), Denmark, the Malaysia/Thailand Joint 
Development Area (JDA) and Malaysia. The Corporation conducts exploration activities primarily offshore Guyana, 
Suriname, Canada and in the Gulf of Mexico, including at the Stabroek Block, offshore Guyana, where we have participated 
in six significant crude oil discoveries and sanctioned the first phase of a multi-phase development project at the Liza 
Field. During 2017, we sold our interests in Equatorial Guinea, Norway and our enhanced oil recovery assets in the Permian 
Basin, onshore U.S. The 2017 asset sales of higher cost, mature assets will provide funds toward our future development 
projects in the Stabroek Block, offshore Guyana. In the fourth quarter of 2017, we announced that we would commence a 
process to sell our interests in Denmark in 2018. 


The Corporation’s Midstream operating segment provides fee-based services, including gathering, compressing and 
processing natural gas and fractionating natural gas liquids (NGLs); gathering, terminaling, loading and transporting crude oil 
and NGLs; and storing and terminaling propane, primarily in the Bakken and Three Forks Shale plays in the Williston Basin 
area of North Dakota. On January 1, 2017, the Corporation’s interests in a Permian Basin gas plant in West Texas and 
related CO, assets, and water handling assets in North Dakota were transferred from the E&P segment to the Midstream 
segment as a result of organizational changes to the management of those assets. In the third quarter of 2017, we completed 
the sale of our Midstream assets in the Permian Basin. 


See [tem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations for further details. 


Exploration and Production 


Proved Reserves 


Proved reserves are calculated using the average price during the twelve-month period ending December 31 determined as 
an unweighted arithmetic average of the price on the first day of each month within the year, unless prices are defined by 
contractual agreements, and exclude escalations based on future conditions. Crude oil prices used in the determination of 
proved reserves at December 31, 2017 were $51.19 per barrel for WTI (2016: $42.68) and $54.87 per barrel for Brent (2016: 
$44.45). Our total proved developed and undeveloped reserves at December 31 were as follows: 


Crude Oil Total Barrels of Oil 
& Condensate Natural Gas Liquids Natural Gas Equivalent (BOE) 
2017 2016 2017 2016 2017 2016 2017 2016 
(Millions of bbls) (Millions of bbls) (Millions of mcf) (Millions of bbls) 
Developed 
United Statesisscscesstsiscesdoss heceiasteadetsaanceeaaceats 239 245 87 59 526 404 414 371 
Europe (a) oh 45 116 — 3 80 125 58 140 
AfTIC.. eee wae 112 138 — = 117 132 132 160 
Asiavand others. cacscccivieeratvac daedecceenes 5 p) — — 696 739 121 128 
401 504 87 62 1,419 1,400 725 799 
Undeveloped 
United States s.ci:sseucisiealscusatieaciiansas 194 110 84 27 354 186 337 168 
Burope:(a) scsnss: serssuesesesuye tte scteenss danesveoyernsects 4 94 — =) 12 95 6 115 
ATTIC Asciscsivsd: cos taxeteoreeadedavasieesenestaeseeeaseetasenasis} 16 24 — — a. 11 17 26 
Asia and other'(b) wc. teasenstvariarcidies 44 — —_— — 149 p) 69 1 
258 228 84 32 522 297 429 310 
Total 
United States ses 433 355 171 86 880 590 751 539 
Europe (a).......... ine 49 210 — 8 92 220 64 255 
ATTIC Assis esses deh azetts set eadssesaiavassesvesseavsaeancesesaniey 128 162 —_— — 124 143 149 186 
Asia and other'(b). ices. stats. caceteareeeietenny 49 B) —_— — 845 744 190 129 
659 732 171 94 1,941 1,697 1,154 1,109 


(a) At December 31, 2016, proved reserves in Norway, which were sold in 2017, included crude oil and condensate of 165 million barrels (developed - 75 
million barrels; undeveloped - 90 million barrels), natural gas liquids of 8 million barrels (developed - 3 million barrels; undeveloped - 5 million 
barrels), and natural gas of 160 million mcf (developed - 72 million mcf; undeveloped — 88 million mcf). 


(b) Asia and other includes proved undeveloped reserves in Guyana of 45 million boe at December 31, 2017 (2016: 0 million boe). 


Proved undeveloped reserves were 37% of our total proved reserves at December 31, 2017 on a boe basis (2016: 28%). 
Proved reserves held under production sharing contracts totaled 7% of our crude oil reserves and 44% of our natural gas 
reserves at December 31, 2017 (2016: 4% and 45%, respectively). 


For additional information regarding our proved oil and gas reserves, see the Supplementary Oil and Gas Data to the 
Consolidated Financial Statements presented on pages 80 through 90. 


Production 


Worldwide crude oil, natural gas liquids, and natural gas net production was as follows: 


2017 2016 2015 
Crude oil (Thousands of barrels) 
United States 
Balk K@ tits ois 5. cteiastdescedsadaadecseastveded ts descesshacesadaeiea a aaa tetas aadasadasanc sas aves sees tae 24,439 24,881 29,579 
Other Onshore (a)... 2,053 3,209 3,814 
Total Onshore ... we 26,492 28,090 33,393 
OPES O16 os ss5-55csssyscssautund suc sued souedavaeiesaasdundsaneesvi sous detaatecseetuedsses anu sende Savin ecaeutewistieaaeeeiaass 14,411 16,649 20,391 
Total Waited States icssislei cose vdacsadescsvdessads Pies Bivsals atsics davhiostn Macsteerueaneheeabeeaieoan doeees 40,903 44,739 53,784 
Europe 
IN OF WAY (2) 2c. nsx sndvnstcssdencensnens tendons caucaucnnes cexepnenntanaedeadvisadenatieheoneentinandendeedienatenses ate 7,236 8,387 9,985 
MS ram a ke 5595-0 s 1g Sees gees tae ees as eevaaed caavaeiecs ocagGessdaxsacs caacsecscassaneesecsdetcocueeeaseesy 2,988 3,636 3,981 
10,224 12,023 13,966 
Africa 
9,201 11,898 15,881 
3,542 387 20 
— — 2,589 
12,743 12,285 18,490 
Asia 
UMEDA sce iece eas vung dete svete desonsancauncesecedesceetared’ denadsacssaucsatnoduc taseat cesetervennasets este samnatereeae tees 586 616 613 
Malay 81a dacessscaccases sdesseas casdsaas devin cobes cdeutbes cea ciba as daca du sadsvdes <daveduaias dsteidaceccsbes caaesbas thee 289 152 196 
875 768 809 
Total ssisaiste thes cadiotiens Wanless abias es a I a 64,745 69,815 87,049 
2017 2016 2015 


(Thousands of barrels) 
Natural gas liquids 
United States 


Batis sc co cessiczy ss dust cacennsycccatees stuta van ssesasvasou scores dusscauencesevesiesicsttvsteesctstexcsaetetcusess 10,107 9,701 7,438 
Other: Onshore a) veisecssseesssscasd luisdvesacudedoeatie lant ds diet alive be deh os eerietec utiles 2,972 4,205 4,215 
TOtal Onshore sci <iiscievs2dssaahideagetea Noes decatdecesl ous stues ebecentebse ed esinl ote Baa eis tea be eats 13,079 13,906 11,653 
OftShOte ss sassseciedsecdicahest eee dasnnaveee ag ai es ede aaa 1,733 1,724 2,258 
TOtal Wrrted ‘States icc. siscsiicscisciecendsesaustee cadesncs codussceccdvencseuausdesues cadvevesodarsoeseeaesdes veuseveccanesse 14,812 15,630 13,911 
Europe's NOPWAy (a) vscovnads vexstouaewesyys savers tenes cayereys covenude dl puanyavoesipelews velasadh favestansetaniensgeeetd 340 408 499 
MAGA lessees tescesneceteassasesafecaweatesditosctssens saucasacasvauarcutosuestacisias seston var cetetetosavenasteantatoeaestuaseots 15,152 16,038 14,410 


2017 2016 2015 


Natural gas (Thousands of mcf) 
United States 
BAK KOM 5 3Ssctehgscteceioeiacitcivateasai causes cue asestcestseitansassssiucsesasvecsuscoeven asaucvaapetsaretsesneuwes 22,621 22,312 23,214 
Other Onshore (a) 33,478 48,597 39,929 
Total Onshore 56,099 70,909 63,143 
OPPS OLE Sse ccesststecsessiditisestes Sete cdecstestcdeuacsuetc dessa siucecateates saat wustavaselewey cactus 20,987 23,603 31,751 
Potal United States isis essai cttaicenediiain Gates iedes tase datbainhieatedaias 77,086 94,512 94,894 
Europe 
TN OW AY CA) oe sete can cts cates deters cates estes tus cmecnctnssitena asus ateeceesehanaetnnsteneesusevaahesvechesntasstenees 6,739 8,541 9,973 
TSH ATK ses odessa sce ceiedlees Coss sees cen sets cedesace cous deexesecas Sad uedewads xetd leas san Oicssdtisaats ae Soeaseks 5,124 7,128 5,588 
11,863 15,669 15,561 
Asia and Other 
MEY A sacs cd cs assicte co ceateyecsceeayss sceusy ciscsesgduceasoseeycesete sates caiendes caoeeccseseuncstieeaseavtse casey ctecstveaee 73,444 68,031 83,900 
Malaiysia:(O) siviscs. coseavesths donde setesiengsiievayer dus slvec tuna Se vhesecutesateios sduetaieveadesasalovevdeoanadeeeens dass 27,225 13,151 18,994 
100,669 81,182 102,894 
TO talc ciacasctiescescthes sees atus cust sabsodacsudectectecscasdeasseatagassisecdecdbeavdessadsedssdassatecdacsdessdesvacsceastaniecd 189,618 191,363 213,349 
Total Barrels of Oil Equivalent (in millions) (D) ..........0 cece eee ceseeeeeeeeeecnaeceteeeeeeeenees 112 118 137 


(a) In 2017, the Corporation sold its assets in Equatorial Guinea (November), Norway (December), and the Permian, onshore U.S. (August). Permian 
production averaged 4,000 boepd in 2017 (2016: 7,000 boepd; 2015: 9,000 boepd). See Note 2, Dispositions in the Notes to Consolidated Financial 
Statements. 

(b) Includes 4,256 thousand mcf of production for 2017 (2016: 3,624 thousand mcf; 2015: 5,321 thousand mcf) from Block PM301 which is unitized into 
Block A-18 of the JDA. 


E&P Operations 
At December 31, 2017, our significant E&P assets include the following: 


United States 


Our production in the U.S. was from onshore properties, principally in the Bakken oil shale play in the Williston Basin of 
North Dakota (Bakken) and the Utica Basin of Ohio and from offshore properties in the Gulf of Mexico. 


Onshore: 


Bakken: At December 31, 2017, we held approximately 554,000 net acres in the Bakken with varying working interest 
percentages. During 2017, we operated an average of 3.5 rigs, drilled 85 wells, completed 68 wells, and brought 68 wells on 
production, bringing the total operated production wells to 1,315 by year-end. Drilling and completion costs per operated 
well averaged $5.6 million in 2017, based on a change in our standard well design during the year to a 60-stage completion 
with proppant loadings of 140,000 pounds per stage compared to an average well cost of $4.8 million in 2016 using a 50- 
stage completion with proppant loadings of 70,000 pounds per stage. During 2018, we plan to increase our rig count in the 
second half of the year to six rigs from four rigs, to drill approximately 120 wells and bring approximately 95 wells on 
production. In addition, our capital budget for 2018 will fund pad construction in preparation for 2019 drilling. We forecast 
net production for full year 2018 to be in the range of 115,000 boepd to 120,000 boepd, compared to production of 105,000 
boepd in 2017. 


Utica: We own a 50% working interest in approximately 37,000 net acres in the wet gas area of the Utica Basin of Ohio. 
There was no drilling activity in the Utica in 2017. In 2018, we expect to complete and bring on production five previously 
drilled wells. 


Offshore: 


At December 31, 2017, we held interests in 73 blocks in the deepwater Gulf of Mexico. Our production offshore in the 
Gulf of Mexico was principally from the Baldpate (Hess 50%), Conger (Hess 38%), Hack Wilson (Hess 25%), Llano 
(Hess 50%), Penn State (Hess 50%), Shenzi (Hess 28%) and Tubular Bells (Hess 57%) Fields. In addition, we are operator 
of the Stampede development project (Hess 25%). At December 31, 2017, we held approximately 210,000 net undeveloped 
acres, of which leases covering approximately 55,000 acres are due to expire in the next three years. 


Significant events relating to operations in the Gulf of Mexico during 2017 were as follows: 


Producing assets: Production from the Baldpate, Conger, Llano and Penn State Fields were shut-in following a fire at the 
third-party operated Enchilada platform in November 2017. Prior to the shut-down, net production from these assets was 
approximately 30,000 boepd. Production at the Baldpate Field restarted in mid-February and is expected to restart at the 
Penn State Field in the first quarter, at the Llano Field in the second quarter, and at the Conger Field in the third quarter of 
2018. 


Penn State: At this Hess operated Field, we drilled one production well that was completed in November 2017. 


Stampede: At this Hess operated project in the Green Canyon area of the Gulf of Mexico, in 2017 we completed 
installation of the tension leg platform and subsea equipment, finished drilling and completing three production wells, and 
received regulatory approval for production operations at the end of the year. In January 2018, we commenced production 
from the field, which is expected to ramp up over the next 18 months as we continue a drilling program of three additional 
production wells and four water injection wells. 


Europe 


Denmark: In 2017, we announced that we plan to commence a process to sell our interest in the Hess operated offshore 
South Arne Field (Hess 62%) in 2018. Total proved reserves for Denmark were 64 million boe at December 31, 2017. 


Africa 


Ghana: At the Hess operated offshore Deepwater Tano/Cape Three Points license (Hess 50% license interest), 
management determined in the fourth quarter of 2017 that it would not develop the previously discovered fields. As a result, 
we recorded a charge of $280 million to write-off previously capitalized exploration wells and other lease costs. See 
Capitalized Exploratory Well Costs in Note 5, Property, Plant and Equipment, and Note 24, Subsequent Events in the Notes 
to Consolidated Financial Statements. 


Libya: At the onshore Waha concession in Libya, which includes the Defa, Faregh, Gialo, North Gialo and Belhedan 
Fields (Hess 8%), production was shut-in by the operator for extended periods in 2016 and 2015 due to force majeure caused 
by civil unrest. The national oil company of Libya lifted force majeure in September 2016 and production recommenced in 
October 2016. Net production averaged approximately 10,000 boepd in 2017, 1,000 boepd in 2016, and zero in 2015. 


Asia and Other 


Malaysia/Thailand Joint Development Area (JDA): At the Carigali Hess operated offshore Block A-18 in the Gulf of 
Thailand (Hess 50%), no drilling is planned for 2018 as contracted volumes are expected to be met as a result of the booster 
compression project that came online in 2016. 


Malaysia: Our production in Malaysia comes from our interest in Block PM301 (Hess 50%), which is adjacent to and is 
unitized with Block A-18 of the JDA and our 50% interest in Blocks PM302, PM325 and PM326B located in the 
North Malay Basin (NMB), offshore Peninsular Malaysia, where we operate a multi-phase natural gas development project. 
In July 2017, production of natural gas commenced from the full-field development and net production for 2017 averaged 66 
mmefd, with the planned plateau rate of 165 mmcfd being achieved in the fourth quarter. In 2018, we plan to drill three 
production wells and progress development activities related to future phases. 


Guyana: At the Esso Exploration and Production Guyana Limited operated offshore Stabroek Block (Hess 30% 
participating interest), the partners sanctioned the first phase of the Liza Field development in 2017. This phase is expected 
to have a gross capital cost of approximately $3.2 billion for drilling and subsea infrastructure, of which we expect to incur 
$250 million net in 2018, with first production expected in March 2020. The development plan includes a leased floating 
production, storage and offloading (FPSO) vessel that will have the capacity to process up to 120,000 barrels of oil per day 
from 17 wells, including eight producers, six water injectors and three gas injectors. At December 31, 2017, we have proved 
reserves of 45 million boe, related to Liza Phase 1. 


An application for an environmental permit to develop the second phase at Liza has been submitted. The concept for 
Phase 2 involves the use of a larger FPSO vessel and subsea systems that would have a production capacity of approximately 
220,000 bopd, with first production expected by mid-2022. Planning is also underway for a third phase of development with 
an FPSO vessel at the Payara Field with first production planned for 2023 or 2024. The size of the third ship will depend 
upon the results of future exploration and appraisal drilling. 


In 2017, the following wells were completed on the Stabroek Block (in chronological order): 


Payara-1: The well, located approximately 10 miles northwest of the Liza discovery, encountered 95 feet of high- 
quality, oil bearing sandstone reservoirs. 


Snoek-1: The well encountered more than 82 feet of high-quality, oil-bearing sandstone reservoirs and is located 
approximately 5 miles southeast of the Liza-1 oil discovery. 


Liza-4: The well encountered more than 197 feet of high-quality, oil-bearing sandstone reservoirs. 


Payara-2: The well encountered 59 feet of high-quality, oil-bearing sandstone reservoirs and confirmed a second 
large oil field in addition to the Liza Field. The well is located approximately 12 miles northwest from the Liza 
Phase | project. 


Turbot-1: The well encountered a reservoir of 75 feet of high-quality, oil-bearing sandstone in the primary 
objective. The well is located approximately 30 miles to the southeast of the Liza Phase | project. 


In January 2018, the operator announced a sixth oil discovery at the Ranger prospect. The Ranger-1 well encountered 
approximately 230 feet of high-quality, oil-bearing carbonate reservoir, and is located approximately 60 miles to the 
northwest of the Liza Field. In 2018, additional drilling is planned, including appraisal of the Liza, Turbot and Ranger 
discoveries, as well as a wider exploration program that will target additional prospects and play types on the block. Drilling 
of the Pacora prospect commenced in January. 


Suriname: We hold a 33% non-operated participating interest in the Block 42 contract area, offshore Suriname. The 
operator, Kosmos Energy Ltd., completed a 6,500-square kilometer 3D seismic shoot in 2017 and expects to drill its first 
exploration well in 2018. In 2017, we entered into a 33% non-operated participating interest in the Block 59 contract area, 
offshore Suriname, where the operator, ExxonMobil Exploration and Production Suriname B.V., is planning a seismic 
program in 2018. 


Canada: We hold a 50% participating interest in four exploration licenses offshore Nova Scotia. In 2018, the operator, 
BP Canada, plans to drill its first exploration well. In addition, in 2017 we were granted a 25% participating interest in three 
BP Canada operated exploration licenses offshore Newfoundland. 


Sales Commitments 


We have certain long-term contracts with fixed minimum sales volume commitments for natural gas and natural gas 
liquids production. At the JDA in the Gulf of Thailand, we have annual minimum net sales commitments of approximately 
85 billion cubic feet of natural gas per year through 2025 and approximately 40 billion cubic feet per year in 2026 and 
2027. At the North Malay Basin development project offshore Malaysia, we have annual net sales commitments of 
approximately 55 billion cubic feet per year through 2024. Our estimated total volume of production subject to these sales 
commitments is approximately 1.2 trillion cubic feet of natural gas. We also have natural gas liquids minimum delivery 
commitments, primarily in the Bakken through 2023, of approximately 10 million barrels per year, or approximately 60 
million barrels over the remaining life of the contracts. 


We have not experienced any significant constraints in satisfying the committed quantities required by our sales 
commitments, and we anticipate being able to meet future requirements from available proved and probable reserves and 
projected third-party supply. 


Selling Prices and Production Costs 


The following table presents our average selling prices and average production costs: 


2017 2016 2015 
Average selling prices (a) 
Crude oil - per barrel (including hedging) 
United States 
HOTS OS gcc ese care cata landed ah acerca Sa ica rs vas ecu can oesaulbasaae Sseaace aah ead aa deca ta st anatnasnates $ 46.04 $ 36.92 $ 42.67 
Offshore 47.34 37.47 46.21 
Total United States 46.50 37.13 44.01 
Europe (b) 55.03 43.33 55.10 
ANIC vevsevevsssieiss deat eatens 53.17 41.88 53.89 
PS Acar es espace dette eae site eat tent een atte nae as aecaes Peat sete au luc sce ha etcee nd cease sak 56.99 42.98 52.74 
Worldwide 49.23 39.20 47.85 
Crude oil - per barrel (excluding hedging) 
United States 
Onshore seye2.2 hod, fh ood een op Avtadethebeind ot, stool tah siete th doeeacbe fest bes $ 46.76 § 36.92 §$ 41.22 
(Ohitsl old peer rrrT ty TT TMT Terre eee eee eRe Teepe 48.15 37.47 46.21 
Total United States: csrcsscsccvezcsscovssvcass text soanansianes deauservseneles tanqaneenes dastsereaeautaadtonnsastecieens 47.25 37.13 43.11 
| BhNigs) ol-m o) eespreerecas eeeeerttretrrroee terres ep Tenerrerr cere ireereery cceeres error eer rerrrerrerre art 55.14 43.33 52:37 
Affica......... x 53.25 41.88 51.57 
PAS Ase, tae ste niees om 56.99 42.98 52.74 
Worldwide sic.id. cecestesceatstestesscaasads caasieesceassids ceasteessgansadsoasdaeveves sanesbesnedvextesuansescectats 49.75 39.20 46.37 
Natural gas liquids - per barrel 
United States 
Onshore $ 17.67 §$ 9.18 §$ 9.18 


Offshore 21.34 13.96 14.40 
Total United States... ccccccccsccccssscecsssceceessececsseeecssssececsseccsseeecsssseceeseeecsseeeesesseeeens 18.10 9.71 10.02 
J Ebi s) 01-1 o) eetrerreeapereenrstretrriceececrteey Parr merrnrrrererert ir eererectreerreres erence rcrncesrer reer rarest net 29.04 19.48 24.59 

WO Wid erie cenctcesteeesnch acctesncaaticsensnat ssh tani atesitea east eeareaaheate: 18.35 9.95 10.52 

Natural gas - per mcf 
United States 

OTS OLE ii sheducccecevseiecs suneaaecedessacn devel deslatelelacs fockBossaca ccwil dilateu acaavevusesedectestdedsteossceses $ 1.96 $ 1.48 $ 1.64 

OPPSHOLE isso ss sands sessssed scseesasvcsees sands Feaaancdiedenycs ies sca sencedeaedyes ded tives davsaveeves dees sessesdaaweodess 2.22 1.99 2.03 
Total United States... ...ccccccccccccscccssccecessseceessececesseecesssececsssecesseeceessececseeeceesseeeesseeeess 2.03 1.61 1.77 
| Sibi) o]—u do) Reeneeresersereenrrtrer nner teerrenreerrer retrenrereperrreer sererers ccrrereserrerrerererer tere error Terre rr 4.42 3.97 6.72 
PSIG ose Sisccas,ayseiatcasvaaieadoaesssbeeays destsauvacnesads sivesseasbeesesaiosts sau: damsesnaanseass ates voice Saeeee ss 4.27 5.31 5.97 

WOT WAG G2: cscscastudechovsaces foseeassuvcnuvatel<stovocesausndseicatansscesutacudssace tay setesetesavetnandsteaes 3.37 3:37 4.16 

Average production (lifting) costs per barrel of oil equivalent produced (c) 
United States 

Onshore CG) sei sscs tinted deh cnesccaedeaasbcexady ces daub caas eeasdeesaadssatexcivsassacevdeytnascadveatecuasetestdsiona $ 19.66 $ 18.46 $ 18.57 

OPPS OTC 5 ceacues sexseecussscutetesecevecaybesxavetessuevsasaueiseuesns savevaaesetiees Casdeceans teveeacosise tates 11.89 18.88 7.03 
Total United States: josssccsessavescavsevensdesesesy oh sgnvancedeas ey clscainceiastedeey cadens sisiasneapasteasancaiesaves 17.44 18.58 14.73 
IE UOPS (0) cre vebscstestvaatldanat aca tere ieeds elves toi ein’ seats dest catenteagauseaal est eistaxtvets douse eantiea ease 21.95 21.28 23.61 
APPICA se scistidssagbantssnciad siaesaiindseeadseieesd alae asa Re ad 14.40 20.53 23.12 
ASia And Other oo... cecccccccecccessececssccecessceceesseceessececesseecessececssececeesaeceessececsseeesesseeeesseees 7.83 11.91 8.34 

NVIOTI A WAG G scdesceececestesdadecvarsascecuaaconenasnesdadetuans satay as cabsaee tues aesae satotnes etseudsn eee wneaac dans 16.08 18.32 16.12 


(a) Includes inter-company transfers valued at approximate market prices and, primarily onshore U.S., is adjusted for certain processing and distribution 
fees. 

(b) In 2017, we sold our assets in Norway. See Note 2, Dispositions in the Notes to Consolidated Financial Statements. The average selling prices in 
Norway for 2016 were $43.32 per barrel for crude oil (including hedging), $43.32 per barrel for crude oil (excluding hedging), $19.48 per barrel for 
natural gas liquids and $5.22 per mcf for natural gas (2015: $54.89, $52.15, $24.59 and $8.58, respectively). The average production (lifting) costs in 
Norway were $24.70 per barrel of oil equivalent in 2016 (2015: $25.81). 

(c) Production (lifting) costs consist of amounts incurred to operate and maintain our producing oil and gas wells, related equipment and facilities and 
transportation costs, including Midstream tariff expense. Lifting costs do not include costs of finding and developing proved oil and gas reserves, 
production and severance taxes, or the costs of related general and administrative expenses, interest expense and income taxes. 

(d) Includes Midstream tariff expense of $11.10 per boe in 2017 (2016: $9.24 per boe; 2015: $8.52 per boe). 


Gross and Net Undeveloped Acreage 


At December 31, 2017, gross and net undeveloped acreage amounted to: 


Undeveloped 
Acreage (a) 
Gross Net 

(In thousands) 
WMTEGISTALCS seers, sesccessstcstecteccoorensteesevissctvvsesasuecate aatents vacseteesareotieetusaatcassteseteesasioiees fectess castes: 412 348 
EU OPS esata sasiyrensiaed siasrse eis nied esisstey dees pane stuesindy dak soneseapadea swine steniaie tee bsnibenatssodvadeathasginialoasteesersnscvaeedeasvaces 169 91 
Africa... “eg Si “3 ses 3,831 521 
Asia and other 14,845 5,424 
"POtal CD) cc. sesisscecceccee, Seassaes coasaacsace ccices coavsnel esas ees gaassacane. deans ccdusass cescsesaatesdaeuausgeaseaceeesaciveadl leis eesenec’ 19,257 6,384 


(a) Includes acreage held under production sharing contracts. 
(b) At December 31, 2017, licenses covering approximately 2% of our net undeveloped acreage held are scheduled to expire during the next three years 
pending the results of exploration activities. 


Gross and Net Developed Acreage, and Productive Wells 


At December 31, 2017 gross and net developed acreage and productive wells amounted to: 


Developed Acreage 
Applicable to Productive Wells (a) 
Productive Wells Oil Gas 
Gross Net Gross Net Gross Net 
(In thousands) 
1,034 603 2,535 1,251 158 68 
45 23 19 12 = = 
9,564 782 1,022 83 = — 
452 226 — =— 100 55 
11,095 1,634 3,576 1,346 258 123 


(a) Includes multiple completion wells (wells producing from different formations in the same bore hole) totaling 106 gross wells and 62 net wells. 


Exploratory and Development Wells 


Net exploratory and net development wells completed during the years ended December 31 were: 


Net Exploratory Wells Net Development Wells 
2017 2016 2015 2017 2016 2015 
Productive wells 
Wnited States sic: sive deat cinnccenledaiieetiniiccuayaieiee — _ a 65 83 181 
UNOPS casesaeitdantits fea coameadscateuacuudislaks veicstes duc thdsvessastabs teams tactactateces —_ = — 1 1 2S 
ASia and Other ......ececccccececcesecsseeseeeeceeecseesceesecaecaeeeeeeseeeeeeeeeeenees 2 1 3 1 — 1 
2 1 67 84 187 
Dry holes 
MOTTO STALOS,, onicsadenceneserssdesstccatestesnecnpndesgenstdgsaccereatea decepelecuenesareds — 1 — — — — 
ATCA (a) ose. cdestsdeseacdsvasde caassacs adnvadecteesie taiaabeian adeia be eieie eee ses — — 1 — — — 
Asia and other (b) — 1 5 — — — 
= 2 6 = _ _ 
MOtal visedescleacesenstaisavete destasasdiav dda aut bee dene ete 2 ) 9 67 84 187 


(a) In 2017, we expensed seven wells in our Deepwater Tano/Cape Three Points block, offshore Ghana, which were drilled in prior years. See Note 5, 
Property, Plant and Equipment in the Notes to Consolidated Financial Statements. 
(b) In 2016, we expensed 18 wells relating to our Equus natural gas project, offshore Australia, which were drilled in prior years. 


Number of Wells in the Process of Being Drilled 


At December 31, 2017, the number of wells in the process of drilling amounted to: 


Gross Net 
Wells Wells 
Wnited States voih ah canavicahansacaaiiaknahandn aah aaneiiananccahuianhanuadeshans 70 27 
PS 1A ATV OU CM aha cr scens Se sec cts eased aati ade donate teateasadiady nated cd toons atinat ad aiua te iondssatneassoacavtdavatyaainedsscdees 2 1 
72 28 
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Midstream 


The Midstream operating segment provides fee-based services, including gathering, compressing and processing natural 
gas and fractionating natural gas liquids (NGLs); gathering, terminaling, loading and transporting crude oil and NGLs; and 
storing and terminaling propane, primarily in the Bakken and Three Forks Shale plays in the Williston Basin area of North 
Dakota. 


In July 2015, we sold a 50% interest in Hess Infrastructure Partners LP (HIP) to Global Infrastructure Partners (GIP) for 
net cash consideration of approximately $2.6 billion. In April 2017, Hess Midstream Partners LP (the “Partnership’’), sold 
16,997,000 common units representing limited partner interests at a price of $23 per unit in an initial public offering (IPO) 
for net proceeds of $365.5 million, of which $350 million was distributed equally to Hess Corporation and GIP. 


At December 31, 2017, Hess Corporation and GIP each owned a direct 33.75% limited partner interest in the Partnership 
and a 50% indirect ownership interest through HIP in the Partnership’s general partner, which has a 2% economic interest in 
the Partnership plus incentive distribution rights. The public unit holders own a 30.5% limited partner interest in the 
Partnership. In turn, the Partnership owns an approximate 20% controlling interest in the operating companies that comprise 
our midstream joint venture, while HIP, the 50/50 joint venture between Hess Corporation and GIP, owns the remaining 
80%. 


The Partnership, and HIP and its affiliates primarily comprise the Midstream operating segment, which currently generates 
substantially all of its revenues under long-term, fee-based agreements with our E&P operating segment but intends to pursue 
additional throughput volumes from third-parties in the Williston Basin area. We operate the Midstream assets under various 
operational and administrative services agreements. Beginning January 1, 2017, the Midstream segment included our interest 
in a Permian gas plant in West Texas and related CO, assets, and water handling assets in North Dakota as a result of 
organizational changes to the management of those assets. In the third quarter of 2017, we completed the sale of our assets in 
the Permian Basin, including the gas plant in West Texas and related CO, assets. The water assets are wholly-owned by the 
Corporation and are not included in our HIP joint venture. 


At December 31, 2017, Midstream assets include the following: 


e Natural Gas Gathering and Compression: A natural gas gathering and compression system located primarily in 
McKenzie, Williams and Mountrail Counties, North Dakota connecting Hess and third-party owned or operated 
wells to the Tioga Gas Plant and third-party pipeline facilities. This gathering system consists of approximately 
1,200 miles of high and low pressure natural gas and NGL gathering pipelines with a current capacity of up to 345 
mimcfd, including an aggregate compression capacity of 174 mmcfd. The system also includes the Hawkeye Gas 
Facility, which contributes 50 mmcfd of the system’s current compression capacity. 


e Crude Oil Gathering: A crude oil gathering system located primarily in McKenzie, Williams and Mountrail 
Counties, North Dakota, connecting Hess and third-party owned or operated wells to the Ramberg Terminal Facility, 
the Tioga Rail Terminal and the Johnson’s Corner Header System. The crude oil gathering system consists of 
approximately 365 miles of crude oil gathering pipelines with a current capacity of up to 161,000 bopd. The system 
also includes the Hawkeye Oil Facility, which contributes 76,000 bopd of the system’s current capacity. 


e Tioga Gas Plant: A natural gas processing and fractionation plant located in Tioga, North Dakota, with a current 
processing capacity of 250 mmefd and fractionation capacity of 60,000 boepd. 


e Mentor Storage Terminal: A propane storage cavern and rail and truck loading and unloading facility located in 
Mentor, Minnesota, with approximately 328,000 boe of working storage capacity. 


e Ramberg Terminal Facility: A crude oil pipeline and truck receipt terminal located in Williams County, North 
Dakota that is capable of delivering up to 282,000 bopd of crude oil into an interconnecting pipeline for 
transportation to the Tioga Rail Terminal and to multiple third-party pipelines and storage facilities. 


e Tioga Rail Terminal: A 140,000 bopd crude oil and 30,000 boepd NGL rail loading terminal in Tioga, North Dakota 
that is connected to the Tioga Gas Plant, the Ramberg Terminal Facility and our crude oil gathering system. 


e = Crude Oil Rail Cars: A total of 550 crude oil rail cars, which we operate as unit trains consisting of approximately 
100 to 110 crude oil rail cars. These crude oil rail cars have been constructed to DOT-117 standards. In addition, at 
December 31, 2017, HIP also has 105 older specification crude oil rail cars. In 2016, we recorded an impairment 
charge against these older specification rail cars, which are not in service. See Note 3, Impairment in Notes to 
Consolidated Financial Statements. 


e Johnson’s Corner Header System: A crude oil pipeline header system located in McKenzie County, North Dakota 
that receives crude oil by pipeline from Hess and third-parties and delivers crude oil to third-party interstate pipeline 
systems. The facility has a delivery capacity of approximately 100,000 bopd of crude oil. 
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In 2018, the Partnership announced the formation of a 50/50 joint venture with Targa Resources Corp. to construct a new 
200 mmefd gas processing plant south of the Missouri River in McKenzie County, North Dakota, which is expected to be 
completed in the second half of 2018. The plant is expected to increase the Midstream segment’s total processing capacity in 
the Bakken to 350 mmcfd. As part of this project, HIP will construct new pipeline infrastructure to gather volumes for the 
new plant. The expected combined project costs attributable to our Midstream segment is $175 million. 


Competition and Market Conditions 


See [tem 1A. Risk Factors for a discussion of competition and market conditions. 
Other Items 


Emergency Preparedness and Response Plans and Procedures 


We have in place a series of business and asset-specific emergency preparedness, response and business continuity plans 
that detail procedures for rapid and effective emergency response and environmental mitigation activities. These plans are 
risk appropriate and are maintained, reviewed and updated as necessary to confirm their accuracy and suitability. Where 
appropriate, they are also reviewed and approved by the relevant host government authorities. 


Responder training and drills are routinely held worldwide to assess and continually improve the effectiveness of our 
plans. Our contractors, service providers, representatives from government agencies and, where applicable, joint venture 
partners participate in the drills to help ensure that emergency procedures are comprehensive and can be effectively 
implemented. 


To complement internal capabilities and to help ensure coverage for our global operations, we maintain membership 
contracts with a network of local, regional and global oil spill response and emergency response organizations. At the 
regional and global level, these organizations include Clean Gulf Associates (CGA), Marine Spill Response Corporation 
(MSRC), Marine Well Containment Company (MWCC), Wild Well Control (WWC), Subsea Well Intervention Service 
(SWIS) and Oil Spill Response Limited (OSRL). CGA and MSRC are domestic spill response organizations and MWCC 
provides the equipment and personnel to contain underwater well control incidents in the Gulf of Mexico. WWC provides 
firefighting, well control and engineering services globally. OSRL is a global response organization and is available, when 
needed, to assist us anywhere in the world. In addition to owning response assets in their own right, the organization 
maintains business relationships that provide immediate access to additional critical response support services if required. 
These owned response assets include nearly 300 recovery and storage vessels and barges, more than 250 skimmers, over 
600,000 feet of boom, 9 capping stacks and significant quantities of dispersants and other ancillary equipment, including 
aircraft. In addition to external well control and oil spill response support, we have contracts with wildlife, environmental, 
meteorology, incident management, medical and security resources. If we were to engage these organizations to obtain 
additional critical response support services, we would fund such services and seek reimbursement under our insurance 
coverage, as described below. In certain circumstances, we pursue and enter into mutual aid agreements with other 
companies and government cooperatives to receive and provide oil spill response equipment and personnel support. We 
maintain close associations with emergency response organizations through our representation on the Executive Committees 
of CGA and MSRC, as well as the Board of Directors of OSRL. 


We continue to participate in a number of industry-wide task forces that are studying better ways to assess the risk of and 
prevent onshore and offshore incidents, access and control blowouts in subsea environments, and improve containment and 
recovery methods. The task forces are working closely with the oil and gas industry and international government agencies 
to implement improvements and increase the effectiveness of oil spill prevention, preparedness, response and recovery 
processes. 


Insurance Coverage and Indemnification 


We maintain insurance coverage that includes coverage for physical damage to our property, third-party liability, workers’ 
compensation and employers’ liability, general liability, sudden and accidental pollution and other coverage. This insurance 
coverage is subject to deductibles, exclusions and limitations and there is no assurance that such coverage will adequately 
protect us against liability from all potential consequences and damages. 


The amount of insurance covering physical damage to our property and liability related to negative environmental effects 
resulting from a sudden and accidental pollution event, excluding Atlantic Named Windstorm coverage for which we are 
self-insured, varies by asset, based on the asset's estimated replacement value or the estimated maximum loss. In the case of 
a catastrophic event, first party coverage consists of two tiers of insurance. The first $400 million of coverage is provided 
through an industry mutual insurance group. Above this $400 million threshold, insurance is carried which ranges in value 
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up to $1.11 billion in total, depending on the asset coverage level, as described above. The insurance programs covering 
physical damage to our property exclude business interruption protection for our E&P operations. Additionally, we carry 
insurance that provides third-party coverage for general liability, and sudden and accidental pollution, up to $1.08 billion, 
which coverage under a standard joint operating arrangement would be reduced to our participating interest. 


Our insurance policies renew at various dates each year. Future insurance coverage could increase in cost and may include 
higher deductibles or retentions, or additional exclusions or limitations. In addition, some forms of insurance may become 
unavailable in the future or unavailable on terms that are deemed economically acceptable. 


Generally, our drilling contracts (and most of our other offshore services contracts) provide for a mutual hold harmless 
indemnity structure whereby each party to the contract (the Corporation and Contractor) indemnifies the other party for 
injuries or damages to their personnel and property (and, often, those of its contractors/subcontractors) regardless of fault. 
Variations may include indemnity exclusions to the extent a claim is attributable to the gross negligence and/or willful 
misconduct of a party. Third-party claims, on the other hand, are generally allocated on a fault basis. 


We are customarily responsible for, and indemnify the Contractor against, all claims including those from third-parties, to 
the extent attributable to pollution or contamination by substances originating from our reservoirs or other property and the 
Contractor is responsible for and indemnifies us for all claims attributable to pollution emanating from the Contractor’s 
property. Variations may include indemnity exclusions to the extent a claim is attributable to the gross negligence and/or 
willful misconduct of a party. Additionally, we are generally liable for all of our own losses and most third-party claims 
associated with catastrophic losses such as damage to reservoirs, blowouts, cratering and loss of hole, regardless of cause, 
although exceptions for losses attributable to gross negligence and/or willful misconduct do exist. Lastly some offshore 
services contracts include overall limitations of the Contractor’s liability equal to a fixed negotiated amount. Variations may 
include exclusions of all contractual indemnities from the liability cap. 


Under a standard joint operating agreement (JOA), each party is liable for all claims arising under the JOA, to the extent of 
its participating interest (operator or non-operator). Variations include indemnity exclusions when the claim is based upon 
the gross negligence and/or willful misconduct of the operator, in which case the operator is solely liable. The parties to the 
JOA may continue to be jointly and severally liable for claims made by third-parties in some jurisdictions. Further, under 
some production sharing contracts between a governmental entity and commercial parties, liability of the commercial parties 
to the government entity is joint and several. 


Environmental 


Compliance with various existing environmental and pollution control regulations imposed by federal, state, local and 
foreign governments is not expected to have a material adverse effect on our financial condition or results of operations but 
increasingly stringent environmental regulations have resulted and will likely continue to result in higher capital expenditures 
and operating expenses for us and the oil and gas industry in general. We spent approximately $15 million in 2017 for 
environmental remediation. The level of other expenditures to comply with federal, state, local and foreign country 
environmental regulations is difficult to quantify as such costs are captured as mostly indistinguishable components of our 
capital expenditures and operating expenses. For further discussion of environmental matters see Environment, Health and 
Safety in Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


Number of Employees 


At December 31, 2017, we had 2,075 employees. In January 2018, we eliminated approximately 300 of these positions. 
See Note 24, Subsequent Events in Notes to Consolidated Financial Statements. 


Website Access to Our Reports 


We make available free of charge through our website at www.hess.com, our annual report on Form 10-K, quarterly 
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to 
Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably practicable after such material is electronically filed with 
or furnished to the Securities and Exchange Commission. The information on our website is not incorporated by reference in 
this report. Our Code of Business Conduct and Ethics, Corporate Governance Guidelines, and the charters for the Audit 
Committee, Compensation and Management Development Committee, and Corporate Governance and Nominating 
Committee of the Board of Directors are available on our website and are also available free of charge upon request to 
Investor Relations at our principal executive office. We also file with the New York Stock Exchange (NYSE) an annual 
certification that our Chief Executive Officer is unaware of any violation of the NYSE’s corporate governance standards. 
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Item 1A. Risk Factors 


Our business activities and the value of our securities are subject to significant risks, including the risk factors described 
below. These risk factors could negatively affect our operations, financial condition, liquidity and results of operations, and 
as a result, holders and purchasers of our securities could lose part or all of their investments. It is possible that additional 
risks relating to our securities may be described in a prospectus supplement if we issue securities in the future. 


Our business and operating results are highly dependent on the market prices of crude oil, natural gas liquids and 
natural gas, which can be very volatile. Our estimated proved reserves, revenue, operating cash flows, operating margins, 
liquidity, financial condition and future earnings are highly dependent on the benchmark market prices of crude oil, natural 
gas liquids and natural gas, and our associated realized price differentials, which are volatile and influenced by numerous 
factors beyond our control. The major foreign oil producing countries, including members of OPEC, may exert considerable 
influence over the supply and price of crude oil and refined petroleum products. Their ability or inability to agree on a 
common policy on rates of production and other matters may have a significant impact on the oil markets. Other factors 
include, but are not limited to: worldwide and domestic supplies of and demand for crude oil, natural gas liquids and natural 
gas, political conditions and events (including instability, changes in governments, or armed conflict) around the world and in 
particular in crude oil or natural gas producing regions, the cost of exploring for, developing and producing crude oil, natural 
gas liquids and natural gas, the price and availability of alternative fuels or other forms of energy, the effect of energy 
conservation and environmental protection efforts and overall economic conditions globally. The sentiment of commodities 
trading markets as well as other supply and demand factors may also influence the selling prices of crude oil, natural gas 
liquids and natural gas. Average prices for 2017 were $50.85 per barrel for WTI (2016: $43.47; 2015: $48.76) and $54.74 
per barrel for Brent (2016: $45.13; 2015: $53.60). In order to manage the potential volatility of cash flows and credit 
requirements, we maintain significant bank credit facilities. An inability to access, renew or replace such credit facilities or 
access other sources of funding as they mature would negatively impact our liquidity. 


If we fail to successfully increase our reserves, our future crude oil and natural gas production will be adversely 
impacted. We own or have access to a finite amount of oil and gas reserves, which will be depleted over time. Replacement 
of oil and gas production and reserves, including proved undeveloped reserves, is subject to successful exploration drilling, 
development activities, and enhanced recovery programs. Therefore, future oil and gas production is dependent on technical 
success in finding and developing additional hydrocarbon reserves. Exploration activity involves the interpretation of 
seismic and other geological and geophysical data, which does not always successfully predict the presence of commercial 
quantities of hydrocarbons. Drilling risks include unexpected adverse conditions, irregularities in pressure or formations, 
equipment failure, blowouts and weather interruptions. Future developments may be affected by unforeseen reservoir 
conditions, which negatively affect recovery factors or flow rates. Reserve replacement can also be achieved through 
acquisition. Similar risks, however, may be encountered in the production of oil and gas on properties acquired from others. 
In addition to the technical risks to reserve replacement, replacing reserves and developing future production is also 
influenced by the price of crude oil and natural gas and costs of drilling and development activities. Lower crude oil and 
natural gas prices, may have the effect of reducing capital available for exploration and development activity and may render 
certain development projects uneconomic or delay their completion and may result in negative revisions to existing reserves 
while increasing drilling and development costs could negatively affect expected economic returns. 


There are inherent uncertainties in estimating quantities of proved reserves and discounted future net cash flows, 
and actual quantities may be lower than estimated. Numerous uncertainties exist in estimating quantities of proved 
reserves and future net revenues from those reserves. Actual future production, oil and gas prices, revenues, taxes, capital 
expenditures, operating expenses, and quantities of recoverable oil and gas reserves may vary substantially from those 
assumed in the estimates and could materially affect the estimated quantities of our proved reserves and the related future net 
revenues. In addition, reserve estimates may be subject to downward or upward changes based on production performance, 
purchases or sales of properties, results of future development, prevailing oil and gas prices, production sharing contracts, 
which may decrease reserves as crude oil and natural gas prices increase, and other factors. Crude oil prices declined 
significantly in 2015 and to a lesser extent in 2016, relative to preceding years, resulting in reductions to our reported proved 
reserves. In contrast, crude oil prices improved somewhat in 2017 resulting in increases to our reported proved reserves. If 
crude oil prices in 2018 average below prices used to determine proved reserves at December 31, 2017, it could have an 
adverse effect on our estimates of proved reserve volumes and on the value of our business. See Crude Oil and Natural Gas 
Reserves in Critical Accounting Policies and Estimates in Item 7. Management’s Discussion and Analysis of Financial 
Condition and Results of Operations. 


We do not always control decisions made under joint operating agreements and the parties under such agreements 
may fail to meet their obligations. We conduct many of our E&P operations through joint operating agreements with other 
parties under which we may not control decisions, either because we do not have a controlling interest or are not operator 
under the agreement. There is risk that these parties may at any time have economic, business, or legal interests or goals that 
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are inconsistent with ours, and therefore decisions may be made which are not what we believe is in our best interest. 
Moreover, parties to these agreements may be unable to meet their economic or other obligations and we may be required to 
fulfill those obligations alone. In either case, the value of our investment may be adversely affected. 


We are subject to changing laws and regulations and other governmental actions that can significantly and 
adversely affect our business. Federal, state, local, territorial and foreign laws and regulations relating to tax increases and 
retroactive tax claims, disallowance of tax credits and deductions, expropriation or nationalization of property, mandatory 
government participation, cancellation or amendment of contract rights, imposition of capital controls or blocking of funds, 
changes in import and export regulations, limitations on access to exploration and development opportunities, anti-bribery or 
anti-corruption laws, as well as other political developments may affect our operations. 


We have substantial capital requirements, and we may not be able to obtain needed financing on satisfactory terms, 
if at all. The exploration, development and production of crude oil and natural gas involves substantial costs, which may not 
be fully funded from operations. For example, in 2017, we had a significant net loss and, unless commodity prices are 
considerably higher through 2018, we are forecasting a net loss for 2018. Two of the three major credit rating agencies that 
rate our debt have assigned an investment grade rating. Although, currently we do not have any borrowings under our long- 
term credit facility, a ratings downgrade, continued weakness in the oil and gas industry or negative outcomes within 
commodity and financial markets could adversely impact our access to capital markets by increasing the costs of financing, 
or by impacting our ability to obtain financing on satisfactory terms, or at all. In addition, a ratings downgrade may require 
that we issue letters of credit or provide other forms of collateral under certain contractual requirements. Any inability to 
access capital markets could adversely impact our financial adaptability and our ability to execute our strategy and may also 
expose us to heightened exposure to credit risk. 


Political instability in areas where we operate can adversely affect our business. Some of the international areas in 
which we operate, and the partners with whom we operate, are politically less stable than other areas and partners and may be 
subject to civil unrest, conflict, insurgency, geographic territorial border disputes, corruption, security risks and labor unrest. 
Political and civil unrest in North Africa and the Middle East has affected and may affect our operations in these areas as well 
as oil and gas markets generally. The threat of terrorism around the world also poses additional risks to the operations of the 
oil and gas industry. 


Our oil and gas operations are subject to environmental risks and environmental laws and regulations that can 
result in significant costs and liabilities. Our oil and gas operations, like those of the industry, are subject to environmental 
risks such as oil spills, produced water spills, gas leaks and ruptures and discharges of substances or gases that could expose 
us to substantial liability for pollution or other environmental damage. Our operations are also subject to numerous U.S. 
federal, state, local and foreign environmental laws and regulations. Non-compliance with these laws and regulations may 
subject us to administrative, civil or criminal penalties, remedial clean-ups and natural resource damages or other liabilities. 
In addition, increasingly stringent environmental regulations have resulted and will likely continue to result in higher capital 
expenditures and operating expenses for us and the oil and gas industry in general. Similarly, we have material legal 
obligations to dismantle, remove and abandon production facilities and wells that will occur many years in the future, in most 
cases. These estimates may be impacted by future changes in regulations and other uncertainties. 


Concerns have been raised in certain jurisdictions where we have operations concerning the safety and environmental 
impact of the drilling and development of shale oil and gas resources, particularly hydraulic fracturing, water usage, flaring of 
associated natural gas and air emissions. While we believe that these operations can be conducted safely and with minimal 
impact on the environment, regulatory bodies are responding to these concerns and may impose moratoriums and new 
regulations on such drilling operations that would likely have the effect of prohibiting or delaying such operations and 
increasing their cost. 


Climate change initiatives may result in significant operational changes and expenditures, reduced demand for our 
products and adversely affect our business. We recognize that climate change is a global environmental concern. 
Continuing political and social attention to the issue of climate change has resulted in both existing and pending international 
agreements and national, regional or local legislation and regulatory measures to limit greenhouse gas emissions. These 
agreements and measures may require, or could result in future legislation and regulatory measures that require, significant 
equipment modifications, operational changes, taxes, or purchase of emission credits to reduce emission of greenhouse gases 
from our operations, which may result in substantial capital expenditures and compliance, operating, maintenance and 
remediation costs. In addition, our production is sold to third parties that produce petroleum fuels, which through normal end 
user consumption result in the emission of greenhouse gases. Regulatory initiatives to reduce the use of these fuels may 
reduce demand for crude oil and other hydrocarbons and have an adverse effect on our sales volumes, revenues and margins. 
The imposition and enforcement of stringent greenhouse gas emissions reduction targets could severely and adversely impact 
the oil and gas industry and significantly reduce the value of our business. Furthermore, increasing attention to climate 
change risks has resulted in increased likelihood of governmental investigations and private litigation, which could increase 
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our costs or otherwise adversely affect our business. For example, in 2017 certain municipalities in California separately 
filed lawsuits against over 30 fossil fuel producers, including us, for alleged damages purportedly caused by climate change. 


Our industry is highly competitive and many of our competitors are larger and have greater resources than we 
have. The petroleum industry is highly competitive and very capital intensive. We encounter competition from numerous 
companies in each of our activities, including acquiring rights to explore for crude oil and natural gas. To a lesser extent, we 
are also in competition with producers of alternative fuels or other forms of energy, including wind, solar and electric power, 
and in the future could face increasing competition due to the development and adoption of new technologies. Many 
competitors, including national oil companies, are larger and have substantially greater resources. Increased competition for 
worldwide oil and gas assets could significantly increase the cost of acquiring oil and gas assets. In addition, competition for 
drilling services, technical expertise and equipment may affect the availability of technical personnel and drilling rigs, 
resulting in increased capital and operating costs. 


Catastrophic events, whether naturally occurring or man-made, may materially affect our operations and financial 
conditions. Our oil and gas operations are subject to unforeseen occurrences which have affected us from time to time and 
which may damage or destroy assets, interrupt operations and have other significant adverse effects. Examples of 
catastrophic risks include hurricanes, fires, explosions, blowouts, pipeline interruptions and ruptures, severe weather, 
geological events, labor disputes or cyber-attacks. We maintain insurance coverage against many, but not all, potential losses 
and liabilities in amounts we deem prudent, including for property and casualty losses. There can be no assurance that such 
insurance will adequately protect us against liability from all potential consequences and damages. Moreover, some forms of 
insurance may be unavailable in the future or be available only on terms that are deemed economically unacceptable. 


Significant time delays between the estimated and actual occurrence of critical events associated with development 
projects may result in material negative economic consequences. As part of our business, we are involved in large 
development projects, the completion of which may be delayed beyond what was originally planned. Such examples include, 
but are not limited to, delays in receiving necessary approvals from project members or regulatory agencies, timely access to 
necessary equipment, availability of necessary personnel, construction delays, unfavorable weather conditions and equipment 
failures. This may lead to delays and differences between estimated and actual timing of critical events. These delays could 
impact our future results of operations and cash flows. 


Departures of key members from our senior management team, and/or difficulty in recruiting and retaining 
adequate numbers of experienced technical personnel, could negatively impact our ability to deliver on our strategic 
goals. Our future success depends upon the continued service of key members of our senior management team, who play an 
important role in developing and implementing our strategy. The departure of key members of senior management or an 
inability to recruit and retain adequate numbers of experienced technical and professional personnel in the necessary 
locations may prevent us from executing our strategy in full or, in part, which could negatively impact our business. 


We are dependent on oilfield service companies for items including drilling rigs, equipment, supplies and skilled 
labor. An inability or significant delay in securing these services, or a high cost thereof, may result in material 
negative economic consequences. The availability and cost of drilling rigs, equipment, supplies and skilled labor will 
fluctuate over time given the cyclical nature of the E&P industry. As a result, we may encounter difficulties in obtaining 
required services or could face an increase in cost. These consequences may impact our ability to run our operations and to 
deliver projects on time with the potential for material negative economic consequences. 


We manage commodity price and other risks through our risk management function but such activities may 
impede our ability to benefit from commodity price increases and can expose us to similar potential counterparty 
credit risk as impacts amounts due from the sale of hydrocarbons. We may enter into additional commodity price 
hedging arrangements to protect us from commodity price declines. These arrangements may, depending on the instruments 
used and the level of increases involved, limit any potential upside from commodity price increases. As with accounts 
receivable we may be exposed to potential economic loss should a counterparty be unable or unwilling to perform their 
obligations under the terms of a hedging agreement. In addition, we are exposed to risks related to changes in interest rates 
and foreign currency values, and may engage in hedging activities to mitigate related volatility. 


One of our subsidiaries is the general partner of a publicly traded master limited partnership, Hess Midstream 
Partners LP. The responsibilities associated with being a general partner expose the us to a broader range of legal 
liabilities. Our control of Hess Midstream Partners LP bestows upon us additional fiduciary duties including, but not limited 
to, the obligations associated with managing potential conflicts of interests, additional reporting requirements from the 
Securities and Exchange Commission and the provision of tax information to unit holders of Hess Midstream Partners LP. 
These heightened duties expose us to additional potential for legal claims that may have a material negative economic impact 
on our shareholders. Moreover, these increased duties may lead to an increase in compliance costs and may divert 
management resource from our other operations. 
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Disruption, failure or cyber security breaches affecting or targeting computer, telecommunications systems, and 
infrastructure used by the Company may materially impact our business and operations. Computers and 
telecommunication systems are used to conduct our exploration, development and production activities and have become an 
integral part of our business. We use these systems to analyze and store financial and operating data and to communicate 
within our company and with outside business partners. Technical system flaws, power loss, cyber security risks, including 
cyber or phishing-attacks, unauthorized access, malicious software, data privacy breaches by employees or others with 
authorized access, ransomware, and other cyber security issues could compromise our computer and telecommunications 
systems and result in disruptions to our business operations or the access, disclosure or loss of our data and proprietary 
information. In addition, computers control oil and gas production, processing equipment, and distribution systems globally 
and are necessary to deliver our production to market. A disruption, failure or a cyber breach of these operating systems, or 
of the networks and infrastructure on which they rely, could damage critical production, distribution and/or storage assets, 
delay or prevent delivery to markets, and make it difficult or impossible to accurately account for production and settle 
transactions. As a result, a disruption, failure or a cyber breach of these operating systems, or of the networks and 
infrastructure on which they rely and any resulting investigation or remediation costs, litigation or regulatory action could 
have a material adverse impact on our cash flows and results of operations, reputation and competitiveness. We routinely 
experience attempts by external parties to penetrate and attack our networks and systems. Although such attempts to date 
have not resulted in any material breaches, disruptions, or loss of business-critical information, our systems and procedures 
for protecting against such attacks and mitigating such risks may prove to be insufficient in the future and such attacks could 
have an adverse impact on our business and operations, including damage to our reputation and competitiveness, remediation 
costs, litigation or regulatory actions. In addition, as technologies evolve and these cyber security attacks become more 
sophisticated, we may incur significant costs to upgrade or enhance our security measures to protect against such attacks and 
we may face difficulties in fully anticipating or implementing adequate preventive measures or mitigating potential harm. 


Item 1B. Unresolved Staff Comments 


None. 


Item 3. Legal Proceedings 


We, along with many companies that have been or continue to be engaged in refining and marketing of gasoline, have 
been a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of similar 
lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the U.S. against producers 
of MTBE and petroleum refiners who produced gasoline containing MTBE, including us. The principal allegation in all 
cases was that gasoline containing MTBE is a defective product and that these parties are strictly liable in proportion to their 
share of the gasoline market for damage to groundwater resources and are required to take remedial action to ameliorate the 
alleged effects on the environment of releases of MTBE. The majority of the cases asserted against us have been settled. 
There are four remaining active cases, filed by Pennsylvania, Vermont, Rhode Island, and Maryland. In June 2014, the 
Commonwealth of Pennsylvania and the State of Vermont each filed independent lawsuits alleging that we and all major oil 
companies with operations in each respective state, have damaged the groundwater in those states by introducing thereto 
gasoline with MTBE. The Pennsylvania suit has been removed to Federal court and has been forwarded to the existing 
MTBE multidistrict litigation pending in the Southern District of New York. The suit filed in Vermont is proceeding there in 
a state court. In September 2016, the State of Rhode Island also filed a lawsuit alleging that we and other major oil 
companies damaged the groundwater in Rhode Island by introducing thereto gasoline with MTBE. The suit filed in Rhode 
Island is proceeding in Federal court. In December 2017, the State of Maryland filed a lawsuit alleging that we and other 
major oil companies damaged the groundwater in Maryland by introducing thereto gasoline with MTBE. The suit filed in 
Maryland was filed in state court, but has not been served to date. 


In September 2003, we received a directive from the New Jersey Department of Environmental Protection (NJDEP) to 
remediate contamination in the sediments of the Lower Passaic River. The NJDEP is also seeking natural resource damages. 
The directive, insofar as it affects us, relates to alleged releases from a petroleum bulk storage terminal in Newark, New 
Jersey we previously owned. We and over 70 companies entered into an Administrative Order on Consent with the 
Environmental Protection Agency (EPA) to study the same contamination; this work remains ongoing. We and other parties 
settled a cost recovery claim by the State of New Jersey and also agreed with EPA to fund remediation of a portion of the site. 
On March 4, 2016, the EPA issued a Record of Decision (ROD) in respect of the lower eight miles of the Lower Passaic 
River, selecting a remedy that includes bank-to-bank dredging at an estimated cost of $1.38 billion. The ROD does not 
address the upper nine miles of the Lower Passaic River or the Newark Bay, which may require additional remedial action. 
In addition, the federal trustees for natural resources have begun a separate assessment of damages to natural resources in the 
Passaic River. Given that the EPA has not selected a remedy for the entirety of the Lower Passaic River or the Newark Bay, 
total remedial costs cannot be reliably estimated at this time. Based on currently known facts and circumstances, we do not 
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believe that this matter will result in a significant liability to us because there are numerous other parties who we expect will 
share in the cost of remediation and damages and our former terminal did not store or use contaminants which are of the 
greatest concern in the river sediments and could not have contributed contamination along most of the river’s length. 


In March 2014, we received an Administrative Order from EPA requiring us and 26 other parties to undertake the 
Remedial Design for the remedy selected by the EPA for the Gowanus Canal Superfund Site in Brooklyn, New York. The 
remedy includes dredging of surface sediments and the placement of a cap over the deeper sediments throughout the Canal 
and in-situ stabilization of certain contaminated sediments that will remain in place below the cap. EPA has estimated that 
this remedy will cost $506 million; however, the ultimate costs that will be incurred in connection with the design and 
implementation of the remedy remain uncertain. Our alleged liability derives from our former ownership and operation of a 
fuel oil terminal and connected ship-building and repair facility adjacent to the Canal. We indicated to EPA that we would 
comply with the Administrative Order and are currently contributing funding for the Remedial Design based on an interim 
allocation of costs among the parties. At the same time, we are participating in an allocation process whereby a neutral 
expert selected by the parties will determine the final shares of the Remedial Design costs to be paid by each of the 
participants. 


On September 28, 2017, we received a general notice letter and offer to settle from the U.S. Environmental Protection 
Agency relating to Superfund claims for the Ector Drum, Inc. Superfund Site in Odessa, TX. The EPA and Texas 
Commission on Environmental Quality (TCEQ) took clean-up and response action at the site commencing in 2014 and 
concluded in December 2015. The site was determined to have improperly stored industrial waste, including drums with oily 
liquids. The total clean-up cost incurred by the EPA was approximately $3.5 million. We were invited to negotiate a 
voluntary settlement for our purported share of the clean-up costs. Our share, if any, is undetermined. 


We periodically receive notices from the EPA that we are a “potential responsible party” under the Superfund legislation 
with respect to various waste disposal sites. Under this legislation, all potentially responsible parties may be jointly and 
severally liable. For certain sites, such as those discussed above, the EPA’s claims or assertions of liability against us 
relating to these sites have not been fully developed. With respect to the remaining sites, the EPA’s claims have been settled, 
or a proposed settlement is under consideration, in all cases for amounts that are not material. The ultimate impact of these 
proceedings, and of any related proceedings by private parties, on our business or accounts cannot be predicted at this time 
due to the large number of other potentially responsible parties and the speculative nature of clean-up cost estimates, but is 
not expected to be material. 


From time to time, we are involved in other judicial and administrative proceedings, including proceedings relating to 
other environmental matters. We cannot predict with certainty if, how or when such proceedings will be resolved or what the 
eventual relief, if any, may be, particularly for proceedings that are in their early stages of development or where plaintiffs 
seek indeterminate damages. Numerous issues may need to be resolved, including through potentially lengthy discovery and 
determination of important factual matters before a loss or range of loss can be reasonably estimated for any proceeding. 


Subject to the foregoing, in management’s opinion, based upon currently known facts and circumstances, the outcome of 
the aforementioned proceedings are not expected to have a material adverse effect on our financial condition, results of 
operations or cash flows. 


Item 4. Mine Safety Disclosures 


None. 
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PART II 


Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases of Equity 
Securities 


Stock Market Information 


Our common stock is traded principally on the New York Stock Exchange (ticker symbol: HES). High and low sales 
prices were as follows: 


2017 2016 
Quarter Ended High Low High Low 
Ilan Ch 3d. ated senses ocean cde: tevesneenenvanansasncadecanesnes biter nndcevtcsassiseestoten eneeanoties $ 64.40 §$ 45.12 $ 54.83 §$ 32.41 
MUTE 30 vac ccascssiss cdsctaies vaswssies eden dngevaaevcaacsscscdeesesceansddecdensagveaisssdhedsetansceaess 52.10 39.89 63.76 49.52 
DEPLEMBSr BO ice cvztcaxesuzesenscsttesennde'tas teens dneancss ovens ceienass cote caves eksnntemennes tee 47.68 37.25 61.54 45.37 
December 31 48.75 40.26 65.56 46.06 


Performance Graph 


Set forth below is a line graph comparing the five-year shareholder returns on a $100 investment in our common stock 
assuming reinvestment of dividends, against the cumulative total returns for the following: 


¢ Standard & Poor’s (S&P) 500 Stock Index, which includes us. 
¢ Proxy Peer Group comprising 13 oil and gas peer companies, including us (as disclosed in our 2017 Proxy Statement). 


Comparison of Five-Year Shareholder Returns 


Years Ended December 31, 
$250 
$200 
$150 
$100 
$50 
$o - - : — 
2012 2013 2014 2015 2016 201 

en@== Hess Corporation $100.00 $158.16 $142.30 $95.11 $124.36 $96.83 

—B— SAP 500 $100.00 $132.36 $150.43 $152.51 $170.70 $207.92 

**aee Proxy Peer Group $100.00 $135.72 $117.20 $74.47 $103.92 $97.02 
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Holders 


At December 31, 2017, there were 3,260 stockholders (based on the number of holders of record) who owned a total of 
315,053,615 shares of common stock. 


Dividends 
In 2017, 2016 and 2015, cash dividends on common stock totaled $1.00 per share per year ($0.25 per quarter). 
Share Repurchase Activities 


Our share repurchase activities for the year ended December 31, 2017, were as follows: 


Maximum Approximate 


Dollar Value of 
Total Number of Shares that May 
Shares Purchased as Yet be Purchased 
Total Number of Average Part of Publicly Under the Plans 
Shares Purchased Price Paid Announced Plans or or Programs (d) 
2017 (a) (b) per Share (a) Programs (c) (in millions) 
— $ — — $ 1,150 
41,070 51.73 — 1,150 
— a = 1,150 
— — — 1,150 
— — — 1,150 
— — —= 1,150 
— — = 1,150 
— = = 1,150 
— — = 1,150 
— = — 1,150 
1,300,300 45.15 1,300,300 1,091 
1,327,020 46.19 1,327,020 1,030 
2,668,390 $ 45.77 2,627,320 


(a) Repurchased in open-market transactions. The average price paid per share was inclusive of transaction fees. 

(b) Includes 41,070 common shares repurchased in February, substantially all of which were subsequently granted to Directors in accordance with the Non- 
Employee Directors’ Stock Award Plan. 

(c) Since initiation of the buyback program in August 2013, total shares repurchased through December 31, 2017 amounted to 66.74 million at a total cost of 
$5.5 billion including transaction fees. 

(ad) In March 2013, we announced that our Board of Directors approved a stock repurchase program that authorized the purchase of common stock up to a 
value of $4.0 billion. In May 2014, the share repurchase program was increased to $6.5 billion. 


Equity Compensation Plans 
Following is information related to our equity compensation plans at December 31, 2017. 


Number of Securities 
Remaining Available 
for Future Issuance 


Number of Securities Under Equity 
to be Issued Upon Weighted Average Compensation Plans 
Exercise of Exercise Price of (Excluding Securities 
Outstanding Options, Outstanding Options, Reflected in 
Plan Category Warrants and Rights * Warrants and Rights Column“) 


Equity compensation plans approved by security holders.............ceeeeeee 6,482,215 (a) $ 66.84 20,763,503 (b) 
Equity compensation plans not approved by security holders (c) ..............+ = = = 


(a) This amount includes 6,482,215 shares of common stock issuable upon exercise of outstanding stock options. This amount excludes 1,146,832 
performance share units (PSU) for which the number of shares of common stock to be issued may range from 0% to 200%, based on our total 
shareholder return (TSR) relative to the TSR of a predetermined group of peer companies over a three-year performance period ending December 31 of 
the year prior to settlement of the grant. In addition, this amount also excludes 3,202,323 shares of common stock issued as restricted stock pursuant to 
our equity compensation plans. 

(b) These securities may be awarded as stock options, restricted stock, performance share units or other awards permitted under our equity compensation plan. 
(c) We have a Non-Employee Director’s Stock Award Plan pursuant to which our non-employee directors received in aggregate $2.1 million in value of our 
common stock. These awards are made from shares we have purchased in the open market. 


See Note 11, Share-based Compensation in the Notes to Consolidated Financial Statements for further discussion of our 
equity compensation plans. 
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Item 6. Selected Financial Data 


The following is a five-year summary of selected financial data that should be read in conjunction with both our 
Consolidated Financial Statements and Accompanying Notes, and Item 7. Management’s Discussion and Analysis of 
Financial Condition and Results of Operations included elsewhere in this Annual Report: 


2017 2016 2015 2014 2013 
(In millions, except per share amounts) 


Income Statement Selected Financial Data 
Sales and other operating revenues 


CHGS OU isicsSesresteeivies halen Diasiengh anita avieteawe hare teneduea teenies $ 4,239 §$ 3,639 $ 5,259 §$ 9,058 $ 9,998 
IN attra as Guid sy iced sae tees secaeeaties eutasnecness teenesnaerstesdebacusesamecuceuass 457 264 244 397 457 
INET Ad AS toca ce tetns ta cecee aves cen sscrceoatte cates ate nea tecaeeertsacenaste teeta negs 750 766 1,052 1,247 1,394 
Other Operating TEVENUES vez siciies Arita isn pei tai chee ieee 20 93 81 35 56 
Total Sales and other operating revenues............cccececeesesseeeseeeeenes $ 5,466 $ 4,762 $ 6,636 $ 10,737 $ 11,905 
Income (loss) from continuing Operations 0.0.0... eeeeeeeeeeeeeeeeeeneeeeees $ (3,941) $ (6,076) $ (2,959) $ 1,692 $ 4,036 
Income (loss) from discontinued operations ..........:c:ceececeseerseteeeeeeeeeeees — — (48) 682 1,186 
Nét income (oss) ..:). sci: tesseacecteatdiseidin sieebaaaiseshes tevterclasecevtestoesteies $ (3,941) $ (6,076) $ (3,007) $ 2,374 $ 5,222 
Less: Net income (loss) attributable to noncontrolling interests ............. 133 56 49 Sf 170 


Net income (loss) attributable to Hess Corporation ...........::cccceeceeseeeees $ (4,074)(a)$ (6,132)(b)$ (3,056)(c)$ 2,317 (d)$ 5,052 (e) 


Net Income (Loss) Attributable to Hess Corporation Per Common Share: 


Basic: 
Continuing Operations ...........ccccccccccesesececeeeeseeseesesecaeeseceeeseeecseeeesteeeeaes $ (13.12) $ (19.92) $ (10.61) $ 557 §$ 11.47 
Discontinued operations...........:ccscceseceseseceseeeeseseceseeecseseceeeeeceeeeeeseeees — = (0.17) 2.06 3.54 
Net income: (loss) per Shares. i. cijsssczceysdsiyaesereaycosedeiseieess ecapctenvasecesnsioets $ (13.12) $ (19.92) $ (10.78) $ 7.63 $ 15.01 
Diluted: 
Continuing Operations .........:.ccccccccccceseeecsceeeseeseeseseeseeseceeeaeeeceeseeaeeeesees $ (13.12) $ (19.92) $ (10.61) $ 550 $ 11.33 
Discontinued ‘OperattOns: s+. syeessoues avessatass evervaese veroanan geveronacssereoneass — _ (0.17) 2.03 3.49 
INEt inCome: (OSS). per Share x. 2506.s4.dsescsasisedsssenseds dastoecesevescinssgacanstieseatentes $ (13.12) $ (19.92) $ (10.78) $ 7.53 $ 14.82 


Balance Sheet Selected Financial Data 


Total assets $ 23,112 $ 28,621 $ 34,157 $38,372 §$ 42,482 


Total debt cca ics ccestics edb cdethes tacsice edie nesasansaalcceulassaaleiaulaescaesasds edastieeteasbaees $ 6,977 $ 6,806 $ 6,592 $ 5,952 $ 5,765 

Total equity icsscssissstds cia cssseets caacsaassdessadecaassias Hatvads os cdstands cacestas casas saacsiens $ 12,354 $ 15,591 $ 20,401 $ 22,320 $§$ 24,784 
Dividends Per Share 

Dividends per share of ComMON StOCK .........:.csceseeesseseseeeeeseseseseeeeeteteeeeees $ 100 $ 100 $ 100 $ 100 $ 0.70 


(a) Includes after-tax impairment charges of $2,250 million (Gulf of Mexico and Norway), an after-tax dry hole and lease impairment charge of $280 
million (Ghana), a combined after-tax loss of $91 million related to asset sales (Norway, Equatorial Guinea and Permian), and after-tax charges of $52 
million primarily for de-designated crude oil hedging contracts and other exit costs. 

(b) Includes noncash charges of $3,749 million to establish valuation allowances on deferred tax assets following a three-year cumulative loss and after-tax 
charges of $894 million primarily for dry hole and other exploration expenses, loss on debt extinguishment, offshore rig costs, severance, and 
impairment of older specification rail cars. 

(c) Includes total after-tax charges of $1,943 million, including noncash charges of $1,483 million to write-off all goodwill associated with our Exploration 
and production operating segment. 

(d) Includes after-tax income of $1,589 million relating to net gains on asset sales and income from the partial liquidation of last-in, first-out (LIFO) 
inventories, partially offset by after-tax charges totaling $580 million for dry hole expenses, charges associated with termination of lease contracts, 
severance and other exit costs, income tax restructuring charges and other charges. 

(e) Includes after-tax income of $4,060 million relating to net gains on asset sales, Denmark’s enacted changes to the hydrocarbon income tax law and 
income from the partial liquidation of LIFO inventories, partially offset by after-tax charges totaling $900 million for asset impairment, dry hole 
expenses, severance and other exit costs, income tax charges, refinery shutdown costs, and other charges. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
Overview 


Hess Corporation, incorporated in the State of Delaware in 1920, is a global Exploration and Production (E&P) company 
engaged in exploration, development, production, transportation, purchase and sale of crude oil, natural gas liquids, and 
natural gas with production operations located primarily in the United States (U.S.), Denmark, the Malaysia/Thailand Joint 
Development Area (JDA) and Malaysia. The Corporation conducts exploration activities primarily offshore Guyana, 
Suriname, Canada and in the Gulf of Mexico, including at the Stabroek Block, offshore Guyana, where we have participated 
in six significant crude oil discoveries and sanctioned the first phase of a multi-phase development project at the Liza Field. 
During 2017, we sold our interests in Equatorial Guinea, Norway and our enhanced oil recovery assets in the Permian Basin, 
onshore U.S. The 2017 asset sales of higher cost, mature assets will provide funds toward our future development projects in 
the Stabroek Block, offshore Guyana. In the fourth quarter of 2017, we announced that we would commence a process to sell 
our interests in Denmark in 2018. These actions reflect the execution of our strategy to grow our resource base in a capital 
disciplined manner and to be cash generative at a $50 per barrel Brent oil price post 2020. 


The Corporation’s Midstream operating segment provides fee-based services, including gathering, compressing and 
processing natural gas and fractionating natural gas liquids (NGLs); gathering, terminaling, loading and transporting crude oil 
and NGLs; and storing and terminaling propane, primarily in the Bakken and Three Forks Shale plays in the Williston Basin 
area of North Dakota. Beginning January 1, 2017, Hess’ Midstream segment included our interest in a Permian gas plant in 
West Texas and related CO, assets, and water handling assets in North Dakota as a result of organizational changes to the 
management of those assets. Prior period information has been recast to conform to the current period presentation. See 
Note 22, Segment Information in the Notes to Consolidated Financial Statements. In the third quarter of 2017, we completed 
the sale of our Midstream assets in the Permian Basin. See Note 2, Dispositions in the Notes to Consolidated Financial 
Statements. 


Outlook 


The Corporation and its partners have discovered significant crude oil and natural gas resources on the Stabroek Block, 
offshore Guyana, which will require substantial capital and time to fully develop. As a result of these discovered fields, 
which are expected to have a lower development cost than other assets in our portfolio, we have changed the priorities of our 
future investment plans, and have divested of higher cost, mature assets to provide funds toward future development of 
Guyana. In addition, we have announced plans to reduce debt and repurchase common stock. 


We project our E&P capital and exploratory expenditures will be approximately $2.1 billion in 2018, up from $2.0 billion 
in 2017, reflecting increased activity at the Liza Field development project and a higher rig count in the Bakken, partially 
offset by lower spend at the Stampede Field and North Malay Basin development projects. Capital expenditures, including 
equity investments, for our Midstream operations are expected to be approximately $330 million. Oil and gas production in 
2018 is forecast to be in the range of 245,000 boepd to 255,000 boepd excluding any contribution from Libya and reflecting 
an estimated 15,000 boepd reduction due to the extended Enchilada platform shutdown, up from 242,000 boepd in 2017, 
excluding Libya and assets sold. 


Net cash provided by operating activities was $945 million in 2017, compared to $795 million in 2016, while capital 
expenditures for 2017 and 2016 were $1,973 million and $1,921 million, respectively. Based on current forward strip crude 
oil prices, we forecast a net operating cash flow deficit (including capital expenditures) in 2018. The Corporation expects to 
fund its 2018 net operating cash flow deficit (including capital expenditures), reduce debt by $500 million and repurchase 
$380 million of common stock with existing cash and cash equivalents, which was $4.5 billion at December 31, 2017, 
excluding Midstream. 


Consolidated Results 


Net loss attributable to Hess Corporation was $4,074 million in 2017 (2016: $6,132 million; 2015: $3,056 million). 
Excluding items affecting comparability summarized on page 26, the adjusted net loss was $1,401 million in 2017 (2016: 
$1,489 million; 2015: $1,113 million). Annual production averaged 306,000 boepd in 2017 (2016: 322,000 boepd; 2015: 
375,000 boepd). Total proved reserves were 1,154 million boe at December 31, 2017 (2016: 1,109 million boe; 2015: 1,086 
million boe). 
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Significant 2017 Activities 


The following is an update of significant E&P activities during 2017: 


Producing E&P assets: 


In North Dakota, net production from the Bakkenoil shale play averaged 105,000 boepd (2016: 
105,000 boepd). During 2017, we operated an average of 3.5 rigs, drilled 85 wells, completed 68 wells, and 
brought on production 68 wells, bringing the total operated production wells to 1,315 at December 31, 2017. 
Drilling and completion costs per operated well averaged $5.6 million in 2017, based on a change in our 
standard well design during the year to a 60-stage completion with proppant loadings of 140,000 pounds per 
stage compared to an average well cost of $4.8 million in 2016 using a 50-stage completion with proppant 
loadings of 70,000 pounds per stage. During 2018, we plan to increase our rig count in the second half of the 
year from four to six rigs, to drill approximately 120 wells and bring approximately 95 wells on production. In 
addition, our capital budget for 2018 will fund pad construction in preparation for 2019 drilling. We forecast 
net production for full year 2018 to be in the range of 115,000 boepd to 120,000 boepd. 


In the Gulf of Mexico, net production averaged 54,000 boepd (2016: 61,000 boepd). The decrease in 
production was primarily due to a fire at the third-party operated Enchilada platform and natural field decline, 
partially offset by higher production at the Tubular Bells Field. Prior to the shutdown of the Enchilada platform 
in November, we were producing approximately 30,000 boepd from the Llano, Conger, Baldpate and Penn 
State Fields through infrastructure associated with Enchilada. At the Penn State Field, we competed one well in 
November 2017. In 2018, Gulf of Mexico production is forecast to average approximately 50,000 boepd, which 
reflects an estimated full year production impact of approximately 15,000 boepd associated with Enchilada. 


At the Hess operated Stampede development project in the Green Canyon area of the Gulf of Mexico, in 2017 
we completed installation of the tension leg platform and subsea equipment, finished drilling and completing 
three production wells, and received regulatory approval for production operations at the end of the year. In 
January 2018, we commenced production from the field, which is expected to ramp up over the next 18 months 
as we continue a drilling program of three additional production wells and four water injection wells. 


In Block A-18 of the JDA, net production averaged 223 mmcefd (2016: 206 mmcfd), including contribution 
from unitized acreage in Malaysia, with the increase from prior-year primarily due to the planned shutdown in 
2016 to commission the booster compressor project. Production from the JDA is forecast to average 
approximately 215 mmcfd in 2018. 


In the North Malay Basin (NMB), production of natural gas commenced from the full-field development in July 
and net production averaged 66 mmcfd for the year (2016: 26 mmcfd). The field achieved the planned plateau 
rate of 165 mmcfd, and we forecast net production from NMB to average approximately 160 mmcfd in 2018. 
We plan to drill three production wells in 2018 and progress development activities related to future phases. 


In the Utica shale, net production decreased to 19,000 boepd (2016: 29,000 boepd) due to natural decline 
following the suspension of drilling activities in the first quarter of 2016. In 2018, we expect to complete and 
bring on production five previously drilled wells. 


In Libya, net production from the Waha Fields averaged approximately 10,000 boepd (2016: 1,000 boepd), with 
the increase from prior-year due to the lifting of force majeure by the national oil company of Libya in 
September 2016. 


We sold our interests in Equatorial Guinea and Norway, and enhanced oil recovery assets in the Permian Basin. 
See Note 2, Dispositions in the Notes to Consolidated Financial Statements. 


Other E&P assets: 


In Guyana, at the Esso Exploration and Production Guyana Limited operated offshore Stabroek Block (Hess 
30% participating interest), the partners sanctioned the first phase of the Liza Field development in 2017. This 
phase is expected to have a gross capital cost of approximately $3.2 billion for drilling and subsea 
infrastructure, of which we expect to incur $250 million net in 2018, with first production expected in March 
2020. The development plan includes a leased floating production, storage and offloading (FPSO) vessel that 
will have the capacity to process up to 120,000 barrels of oil per day from 17 wells, including eight producers, 
six water injectors and three gas injectors. 


An application for an environmental permit to develop the second phase at Liza has been submitted. The 
concept for Phase 2 involves the use of a larger FPSO vessel and subsea systems that would have a production 
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capacity of approximately 220,000 bopd, with first production expected by mid-2022. Planning is also 
underway for a third phase of development with an FPSO vessel at the Payara Field with first production 
planned for 2023 or 2024. The size of the third ship will depend upon the results of future exploration and 
appraisal drilling. 


In 2017, the following wells were drilled on the Stabroek Block (in chronological order): 


Payara-1: The well, located approximately 10 miles northwest of the Liza discovery, encountered 95 feet 
of high-quality, oil bearing sandstone reservoirs. 


Snoek-1: The well encountered more than 82 feet of high-quality, oil-bearing sandstone reservoirs and is 
located approximately 5 miles southeast of the Liza-1 oil discovery. 


Liza-4: The well encountered more than 197 feet of high-quality, oil-bearing sandstone reservoirs. 


Payara-2: The well encountered 59 feet of high-quality, oil-bearing sandstone reservoirs and confirmed a 
second large oil field in addition to the Liza Field. The well is located approximately 12 miles northwest 
from the Liza Phase | project. 


Turbot-1: The well encountered a reservoir of 75 feet of high-quality, oil-bearing sandstone in the primary 
objective. The well is located approximately 30 miles to the southeast of the Liza Phase 1 project. 


In January 2018, the operator announced a sixth oil discovery at the Ranger prospect. The Ranger-1 well 
encountered approximately 230 feet of high-quality, oil-bearing carbonate reservoir, and is located 
approximately 60 miles to the northwest of the Liza Field. In 2018, additional drilling is planned, including 
appraisal of the Liza, Turbot and Ranger discoveries, as well as a wider exploration program that will target 
additional prospects and play types on the block. Drilling of the Pacora prospect commenced in January. 


e In Ghana, at the Hess operated offshore Deepwater Tano/Cape Three Points license (Hess 50% license interest), 
management determined in the fourth quarter of 2017 that it would not develop the previously discovered fields. 
As aresult, we recorded a charge of $280 million to write-off previously capitalized exploration wells and other 
lease costs. See Capitalized Exploratory Well Costs in Note 5, Property, Plant and Equipment, and Note 24, 
Subsequent Events in the Notes to Consolidated Financial Statements. 


The following is an update of significant Midstream activities during 2017: 


e In the second quarter, Hess Midstream Partners LP (the “Partnership”), sold 16,997,000 common units 
representing limited partner interests at a price of $23 per unit in an initial public offering (IPO) for net 
proceeds of $365.5 million, of which $350 million was distributed 50/50 to Hess Corporation and GIP. See 
Item I and 2. Business and Properties. 


e In the fourth quarter, HIP, issued $800 million of 5.625% senior notes, due in February 2026 and concurrently 
amended its senior unsecured credit facilities. HIP used a portion of the proceeds from the note issuance to 
repay borrowings under HIP’s credit facilities and to fund a distribution to the partners. The remaining 
proceeds will be used for general partnership purposes of the joint venture. Under the amended credit facilities, 
the 5-year Term Loan A facility was reduced to $200 million and the 5-year syndicated revolving credit facility 
increased to $600 million from $400 million previously, with the maturity of both facilities extended to 
November 2022. The credit facilities are secured by first-priority perfected liens on substantially all of HIP’s 
and certain of its wholly-owned subsidiaries’ directly owned assets, including its equity interests in certain 
subsidiaries, subject to customary exclusions. The 5-year syndicated revolving credit facility is expected to 
continue to fund the joint venture’s operating activities and capital expenditures. 


During 2017, the Midstream segment brought online key strategic projects, including safe and successful start-up of the 
Hawkeye Gas Facility, the Hawkeye Oil Facility and the Johnson’s Corner Header System. These projects have increased 
the Midstream segment’s throughput volumes, customer optionality and system connectivity. Hess Midstream has also 
recently executed a strategic gas processing joint venture with Targa Resources Corp. that will further support the production 
growth in the Bakken. 
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U.S. Tax Cuts and Jobs Act 


The enactment of U.S. federal tax reform, commonly referred to as the U.S. Tax Cuts and Jobs Act (“Act”), provided for 
broad changes to the taxation of both domestic and foreign operations. The provisions of the Act, including its extensive 
transition rules, are complex and interpretive guidance continues to develop. Final application of the Act to our operations 
and financial results may differ from that for which we have provisionally provided as of December 31, 2017. Changes could 
arise as regulatory and interpretive action continues to clarify aspects of the Act and as changes are made to estimates that the 
Corporation has utilized in calculating the transition impacts. 


No U.S. federal tax has been accrued on the deemed repatriation of unremitted earnings of our foreign subsidiaries. A 
decrease in the U.S. federal corporate tax rate to 21% from 35% resulted in a $1,476 million reduction to our U.S. federal net 
deferred tax asset as of December 31, 2017, with a corresponding reduction in the previously established U.S. valuation 
allowance. A deferred tax liability of $110 million no longer meets the recognition criteria with the transition to a territorial 
regime for U.S. taxation of foreign earnings and has been derecognized, with a corresponding adjustment to the valuation 
allowance against the U.S. federal net deferred tax asset. Under the transition rules related to the repeal of the alternative 
minimum tax regime, an alternative minimum tax credit carryforward of $4 million will be refundable if not used to offset 
regular tax liability. The previously established valuation allowance against this credit carryforward has been released. 
Consequently, these tax law changes resulted in a net $4 million increase to net deferred tax asset on the balance sheet and 
benefit to deferred tax expense. 


Liquidity and Capital and Exploratory Expenditures 


In 2017, net cash provided by operating activities was $945 million (2016: $795 million; 2015: $1,981 million). At 
December 31, 2017, consolidated cash and cash equivalents were $4,847 million (2016: $2,732 million), consolidated debt 
was $6,977 million (2016: $6,806 million), and our consolidated debt to capitalization ratio was 36.1% (2016: 30.4%). 


Capital and exploratory expenditures were as follows (in millions): 


2017 2016 2015 
E&P Capital and Exploratory Expenditures 

United States 
Bak ens i. ciscsiesvsensnccscssdacasascuasudsscunsutewastdesdasvadouas vedsoudsceacundesdecstdectensveendestessvascdenvedentis $ 624 § 429 $ 1,308 
Other Onshore ry. 2s. specct22 Pasties clesxecy ase he senirade auacwiesstoidateesantouds dea eeeveesd, ceatei tenes 30 46 328 
Total Onshore 654 475 1,636 
OPTSN OTE sc ces vasecssnctaencacevestivesrntvas<iussvinnzssdearedeecensuns det ebisnsustedyadhiedesee dtariveasvaardeeantesees 702 735 923 
Total United States .... 1,356 1,210 2,559 
FL UPOPe ysis ssecdhcasesccsus suucsvedeusancssagasgccdga sivas duadesuedeus ssvis cvdeaaavanigsdesucdussaniesteasyondeabeasrocstenssoabesee 142 65 298 
AGC Asi csscascssis csc cuies xdaniass caacsias.ctecsnes cedscessanavedcvaas sdecsbes sacesbes ctsnbniebes dashes saadbi ascaansies caactenesne 30 10 161 
AGA ANG OUMET Ss. cb eae, sexs seitsevetestiacebeladeveesecteveeecVss covcsaveaes dexasadeatees¥as cevtbons deers Meetess estes s 519 586 1,020 
E&P - Capital and Exploratory Expenditures ..........:cceceescesseesecseeseseeecseneeseseneeseeteeseeeseeeees $ 2,047 $ 1871 § 4,038 


Exploration expenses charged to income included in E&P capital and exploratory expenditures above were: 


2017 2016 2015 
United ‘States iassces ac Hiss sncusisdeace sasceadecoessacs desssdsicaviegubbs caacsats vasssabeseacesassedseissans sascuedesuacsiceies $ 90 =§$ 93 «§$ 132 
Trntermational ..........eccceceeceesceeeceseeseeeeceeceseceaecaeeseceaecaaecseeeeeneceaeenaeeatens 105 140 157 
Total Exploration Expenses Charged to Income included above $ 195 $ 233 $ 289 
2017 2016 2015 
Midstream Capital Expenditures 
Midstream - Capital Expenditures ........c.ccccceccceecceseeecseeseesesesecseesecsececseesecaeesecaeeaeeeenaeeesaeenes $ 121 §$ 283 $ 300 


In 2018, we plan to incur approximately $2.1 billion on E&P capital and exploratory expenditures, and approximately 
$330 million on Midstream capital expenditures, including equity investments. 
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Consolidated Results of Operations 
Results Including Items Affecting Comparability of Earnings Between Periods: 


The after-tax income (loss) by major operating activity is summarized below: 


2017 2016 2015 
(In millions, except per share amounts) 


Net Income (Loss) Attributable to Hess Corporation: 


Exploration and Producth0on spssissisciseiedsest cstscsesviiveends ia aaniad ema dasa aneeare $ (3,653) $ (4,964) § (2,727) 

INADA tect nc tea at hreee eacetcrcaecacu case esscscahte vas eaentuc cascode aateaseae cave aates crak sawtenseatiee eeaseanes 42 42 96 

Corporate; Interest and Others: 23. jcicess sccsseieest susesau Jasteosien Gasdesesedeusstedexdcoanst Uptroiseasnnn dade (463) (1,210) (377) 
Income (loss) from continuing OperatiONns .......... cesses seceseeeceeeeceeeseeesesseeseeecsaeeeeneeaes (4,074) (6,132) (3,008) 


Discontinued operations.........cccceccecscesscesecsseeseeeceeceaecseesseesecesecsaecsecseeseceaeeaeecseeeeeeeneenaeens — — (48) 
$ (4,074) $ (6,132) § (3,056) 


Net Income (Loss) per Common Share - Diluted (a): 


Continuing operations vsscssi, dccssssceaconcsicssecenscactens coceacoies stactensass seasenes cdacoadncdesnecebenseaeotia stent $ (13.12) $ (19.92) § (10.61) 
Discontinied Operations. 3. ssasesacscz iatsevedcstepes Sessay copes teased ectaatandedeade deve seai el seviviedeecavey ety — — (0.17) 
Net Income (Loss) Attributable to Hess Corporation Per Common Share — 
Doan te ssi ise nse odds Bsns Han Gecaeedees aden sas cases daasdawsidediassoeskds suash faesasssbis iss Mésadessbis Geasdantabexieowses $ (13.12) § (19.92) § (10.78) 


(a) Calculated as net income (loss) attributable to Hess Corporation less preferred stock dividends, divided by weighted average number of diluted shares. 


In the following discussion and elsewhere in this report, the financial effects of certain transactions are disclosed on an 
after-tax basis. Management reviews segment earnings on an after-tax basis and uses after-tax amounts in its review of 
variances in segment earnings. Management believes that after-tax amounts are a preferable method of explaining variances 
in earnings, since they show the entire effect of a transaction rather than only the pre-tax amount. After-tax amounts are 
determined by applying the income tax rate in each tax jurisdiction to pre-tax amounts. 


Items Affecting Comparability of Earnings Between Periods: 


The following table summarizes items of income (expense) that are included in net income (loss) and affect comparability 
of earnings between periods. The items in the table below are explained on pages 31 through 35. 


2017 2016 2015 
(In millions) 
Explorationanid: Production si.si.dossstersicdeesshelstviendnestivienas Paired teen ccseeieeunceaseyaasentietarsee $ (2,609) $ (3,699) $ (1,851) 
Midstreatnn’.:.63i2)s.0eseisessaiavioteass (34) (21) — 
Corporate, Interest and Other.... (30) (923) (44) 
Discontintied Operatons vais sagsed. Secsees eancsd. cesstads cdessavtadeceesdodossaustendeaeae-cecceassaeevesiaaectasdeisuaveens _— — (48) 
Total Items Affecting Comparability of Earnings Between Periods, After-Tax......... $ (2,673) §$ (4,643) §$ (1,943) 


The following table reconciles reported net income (loss) attributable to Hess Corporation and adjusted net income (loss): 


2017 2016 2015 
(In millions) 
Net income (loss) attributable to Hess Corporation ..........ccecccscesseecseseeeeeseseeeeeeeeseeeeeaeeecaeaes $ (4,074) $ (6,132) § (3,056) 
Less: Total items affecting comparability of earnings between periods...........e ce eeeeeereeeeees (2,673) (4,643) (1,943) 
Adjusted Net Income (Loss) Attributable to Hess Corporatiomn..................:::ceeeeees $ (1,401) $ (1,489) $ (1,113) 


Adjusted net income (loss) attributable to Hess Corporation presented in this report is a non-GAAP financial measure, 
which we define as reported net income (loss) attributable to Hess Corporation excluding items identified as affecting 
comparability of earnings between periods. Management uses adjusted net income (loss) to evaluate the Corporation’s 
operating performance and believes that investors’ understanding of our performance is enhanced by disclosing this measure, 
which excludes certain items that management believes are not directly related to ongoing operations and are not indicative 
of future business trends and operations. This measure is not, and should not be viewed as, a substitute for U.S. GAAP net 
income (loss). 
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The following table presents pre-tax items affecting comparability of income (expense) by line item that are included in 
the Statement of Consolidated Income on page 49. The items in the table below are explained on pages 31 through 35. 


Before Income Taxes 


2017 2016 2015 
(In millions) 
Sales and other operating revenues $ (22) $ — $ — 
Gains (losses) on asset sales, net......... (98) 27 48 
MMSE, MET vie3, 2652 velo Pa seuss advan bss ohed otis cassis ads vane Bevan’ suse sdeledeeoouteal sast vievdsstens bis Pestva de savesduaevtasetens _ — (83) 
Marketing, including purchased oil and gas... eeeeseeeceseeecreesececeecseeseeeeesesevseceeeaeeecseeeeeaees —_— —_— (39) 
OperatinS Costs aNd eSxPenses ). sys-sy.di. voscodesnovnass forever venteeesennvoosions deotseveagneneavese uenenaaeduesueanasoees —_ (164) (51) 
Exploration expenses, including dry holes and lease impairment .............:cecceeeseeeeeteeeeeeeeeeees (280) (1,029) (518) 
General. and administrative: expenses s.scc.scssccsaccs ccassatsssacies sce scesstaascessics stacsaconte ciecsacsseanseds saaees (11) (1) (42) 
Loss on debt extinguishment. ..........ccceeccesccssesseeesceecesesceeseeseceaecseeceessecuecaecaeeeseeseseaeseeeeeeeeenees — (148) — 
Depreciation, depletion and amortization ............ccecceseeseeeeceeeeececeseeeceaecnseeseeseceaeeaeeeeeeeesees (19) — (3) 
TMP AIMTIMYN Es, sassesy: scvestesavesevuncuucevinadessneseus ecbenass eesecbdnaas Gentveseaabesacauevuseuneetateasnanantesade te taee eae et fot (4,203) (67) (1,616) 
Total Items Affecting Comparability of Earnings Between Periods, Pre-Tax................. $ (4,633) $ (1,382) $ (2,304) 
Comparison of Results 
Exploration and Production 
Following is a summarized income statement of our E&P operations: 
2017 2016 2015 


(In millions) 
Revenues and Non-Operating Income 


Sales and other operating revenues .........ccceeseeeeseseeeeecseeseseeeceeeceseseeeseeeeecneeavaeeecaeeeeeeaeeeaes $ 5,460 $ 4,755 $ 6,627 
Gains (losses) on asset sales, Met........cececeeeecseeeesceeceeeeeesceseeecsaeeecaeeeeceeeaeeecaseneeeeeesaeree (39) 27 31 
Others Metis pesccsszecycessssepies sazvstdecgisny ctesuze you scaseneevacseuantexiassuyasfueseneisanieecnnetetutasas Shustee sade tease 2 16 (61) 
Total revenues and non-operating INCOME ..........ceeeeeseeseeeceeceeeseeeceeeeeceeteceeteeceeeteeterees 5,423 4,798 6,597 
Costs and Expenses 
Marketing, including purchased oi] and 2a8..........cceccescceseeseeseeseceeceecseeeeeeeceseenseeseeneeeeeaes 1,335 1,128 1,445 
Operating costs and ‘expenses ic. c2es.6d.cd. cass ssah tad lbeiadicnats ceesssesdeecdansadlesecciaestestée.cdhcdacsdeetdeeuad 1,250 1,662 1,733 
Production and Severance taxes ........cccceeseescesscssesseeeeceseeseceeeeseesecsecsaesaeeseeeceaeeeeeaseseeeeeaes 119 101 146 
Midstream tariiis. sscccsscsciccacessas sdastads saacsisavbecsndeies sdavszds caseveas sdacsnds sassieesaéesoanvans seateadecoceusasiacs 543 497 474 
Exploration expenses, including dry holes and lease impairment.... aus 507 1,442 881 
General and administrative expenses.......... sibs 225 232 313 
Depreciation, depletion and amortization ... sabe 2,736 3,113 3,833 
Iheitosetgailey0l apomene ee eren ren rerceysrrer pr ertey tee’ pe uses rer ontrser ee ererrer earerrrre tnt tre rye terrest ert trieerrerrer terete 4,203 — 1,616 
Total costs and €xpenses ..o..0ic. céscsisccsccsics scassascsics cdssendscvacebce cisesbcs acs cdsaebda sansa sestessicenedeeis 10,918 8,175 10,441 
Results of Operations Before Income Taxes .....0..........ccccccceceseesecesceceseceeeeeeneecnsecnseceeeeeenees (5,495) (3,377) (3,844) 
Provision (benefit) for INCOME tAXS .........cccecsecsecesscesscecssecsseeeseecssecsseceeecsaecneeessesesseseeeeses (1,842) 1,587 (1,117) 
Net Income (Loss) Attributable to Hess Corporation ............0...ccccccccccscesseeseseeseseneeseeeeeesees $ (3,653) § (4,964) §$ (2,727) 


Excluding the E&P items affecting comparability of earnings between periods in the table on page 31, the changes in E&P 
results are primarily attributable to changes in selling prices, production and sales volumes, marketing expenses, cash 
operating costs, Midstream tariffs, depreciation, depletion and amortization, exploration expenses and income taxes, as 
discussed below. 
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Selling Prices: Average worldwide realized crude oil selling prices, including hedging, were 26% higher in 2017 
compared to the prior year, primarily due to the increase in Brent and WTI crude oil prices. In addition, realized worldwide 
selling prices for natural gas liquids increased in 2017 by 84% and worldwide natural gas prices remained unchanged, 
compared to the prior year. In total, higher realized selling prices improved 2017 financial results by approximately $350 
million after income taxes compared with 2016. Our average selling prices were as follows: 


2017 2016 2015 
Crude Oil - Per Barrel (Including Hedging) 
United States 
MSH OTS ie eeacatce dete cas es cence ces ac a esence aucea bia tnecsanetucenatinddaee sistas Sutatuasnaunttstwcssan ice dutsluassenis $ 46.04 §$ 36.92 §$ 42.67 
QPS OL Cts cisccsdsveideacscdesbadesascdshivascabsssessieesecevesceeievis cabustenvisosves dabelauiuks (aussas tise desea teed 47.34 37.47 46.21 
46.50 37.13 44.01 
55.03 43.33 55.10 
53.17 41.88 53.89 
56.99 42.98 52.74 
49.23 39.20 47.85 
Crude Oil - Per Barrel (Excluding Hedging) 
United States 
(SHOTS es: saveesA sevasz ci segeeeas sadsssecsasvnasteuserspesdadisessastandsseavencsseatenesedsisnondiseens atenivertean $ 46.76 §$ 36.92 §$ 41.22 
Offshore 48.15 37.47 46.21 
Total United States ri: .ssecsessegsiens.assayciasdeaveisevesdesvasesossy cased oesssastenaessageaed aveuseeteveaveages sao eanehaees 47.25 37.13 43.11 
55.14 43.33 52.37 
53.25 41.88 51.57 
56.99 42.98 52.74 
49.75 39.20 46.37 
Natural Gas Liquids - Per Barrel 
United States 
Onshore... ceeceesceescecssccesscessccssscesscessceessecesscescsesseecsscesseeseecsscesscsesevcascsascnssseesavensens $ 17.67 §$ 918 §$ 9.18 
Offshore 21.34 13.96 14.40 
Total United States... cccccccccsccccssccccsssseceesscecssececeesseceessececsseeecesseceesseeesseeecsesteceesseeeenees 18.10 9.71 10.02 
UP OP. és sxssvasteds essepdsdesisguedusdaycasuseaycsdea dean tack Seasesnes end stead eadepasdebispaeyassussuneandpsayeadeetaccdeaatevieess 29.04 19.48 24.59 
WiGrldWidest.ccnvisisii estan arta quan nnbannnuinntdaaminaaanusaberesete 18.35 9.95 10.52 
Natural Gas - Per Mcf 
United States 
$ 1.96 §$ 148 § 1.64 
2:22 1.99 2.03 
2.03 1.61 1.77 
4.42 3.97 6.72 
4.27 531 5.97 
3.37 3.37 4.16 


During 2017, we purchased Brent crude oil price collars to hedge 20,000 barrels of oil per day (bopd) with a weighted 
average contract life of 10.3 months in 2017. The collars had a floor price of $55 per barrel and a ceiling price of $75 per 
barrel. We also purchased West Texas Intermediate (WTI) crude oil price collars to hedge 110,000 bopd with a weighted 
average contract life of 7.6 months in 2017 that had a floor price of $50 per barrel and an average ceiling price of $69 per 
barrel. At December 31, 2017, we have open WTI crude oil price collars with an average monthly floor price of $50 per 
barrel and an average monthly ceiling price of $65 per barrel with a notional amount of 115,000 bopd for full year 2018. See 
Note 23, Financial Risk Management Activities in the Notes to Consolidated Financial Statements. 


Realized and unrealized movements in crude oil price collars decreased Sales and other operating revenues by $59 million 
($59 million after income taxes) in 2017 and increased Sales and other operating revenues by $126 million ($79 million after 
income taxes) in 2015. There were no crude oil hedge contracts in 2016. 
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Production Volumes: Our daily worldwide net production was as follows: 


2017 2016 2015 
(In thousands) 


Crude Oil - Barrels 


United States 
BARS Toss arscuceseesens coaesevaa ade ctiecdvcseacetveae hides cccsueetevedes ta sau cd aav teva nas sunneudrasyteeiedassavavassee 67 68 81 
Other Onshore: 353325 ses2o das side coe eoecekcs vache See ceesaite ccacsaas cadvscosdeeceiesaes teaser oekesievevassinesdecss 6 9 10 
Total Ons Hore iss sis sahcasndedasesesdescacssceadsadsndsdsoeaussdoudessacesdancddesdasdsnsteosd esvsesddsessaeedansd 73 77 91 
OTE SOLS sos caviar sassecescuacesutouesetes dapeiecdessec dice duen ties Sadetadetactssateeteuenhasdactateeccscuatertedsas sh 39 45 56 
Total United States... 112 122 147 
Europe... 28 33 38 
Africa..... 35 34 51 
IASI G ss Seeesshaccavsndssnavsidecsausiesaessaacd eh aadwaxesesaystes deussste es vdaesadencees tes teivawelgareates bsldvaxeveessansnaceteseees 2 2 2 
Wot dWide ess. séssivscesosesisujesasvereusts soxicencenasbae ca vaveee top vapasbencepagias sodeebeacs vents Saxaavaeeeees 177 191 238 
Natural Gas Liquids — Barrels 
United States 
Bak K@ 0 iosesessyeisisadncvncscegsieeissoancieaboangssedea genase ssdony ceed ssn saedacaeegedsanedsaa etucadeesadaanes Sa saneeses 28 27 20 
Other Onshore...........ccccccccessccessscecsssceceessececssececuceecessecsesseccseeecsesseceesseeecseseeesssseeeesaeee 8 11 12 
Total Onshore .......0...ccccccceesseseessececeseceessececssececssseceessececustecesececssececseeeesesseceesaeee 36 38 32 
Offshore 5 5 6 
Total United States... 41 43 38 
Europes. scvisncsseverese css 1 1 1 
42 44 39 
Natural Gas — Mcf 
United States 
Bakken............... 62 61 64 
Other Onshore 92 133 109 
154 194 173 
57 64 87 
211 258 260 
33 43 43 
276 222 282 
520 523 585 
Barrels Of Oil Equivalent: .......iscccccc..sscscestoes scasesnsvessssossccaeessoessessovncdesasnsoncsscssanessoasescsdeaasbe ens 306 322 375 
Crude oil and natural gas liquids as a share of total production... cee eeeeeeeseeeceeeeeeeeeeees 72% 73% 74% 


In 2018, we expect net production, excluding Libya and reflecting an estimated 15,000 boepd reduction due to the 
extended Enchilada platform shutdown, to average between 245,000 boepd and 255,000 boepd, compared to full year pro 
forma 2017 net production, excluding Libya and assets sold, of 242,000 boepd. 


Production variances related to 2017, 2016 and 2015 are summarized as follows: 


United States: Onshore crude oil production was lower in 2017, compared to 2016, primarily due to the sale of our 
Permian assets in August 2017. Onshore natural gas production was lower in 2017 compared to 2016, primarily due to 
natural decline in the Utica shale play. Total offshore production was lower in 2017 compared to 2016, due to production 
from several fields being shut-in following a fire at the third-party operated Enchilada platform in November 2017 and 
natural field decline, partially offset by higher production from the Tubular Bells Field. Onshore crude oil production was 
lower in 2016, compared to 2015, primarily due to reduced drilling activity in the Bakken shale play in response to low oil 
prices, while the increase in natural gas liquids production was primarily due to greater processed volumes at the Tioga gas 
plant. Onshore natural gas production was higher in 2016, compared to 2015, primarily due to a higher number of wells 
being on production in the Utica shale play relative to the prior year. Total offshore production was lower in 2016, compared 
to 2015, primarily due to subsurface valve failures in three wells at the Tubular Bells Field, a shut-in well to replace a 
subsurface valve at the Conger Field, extended planned shutdowns on third-party hosted production facilities at the Tubular 
Bells and Conger Fields, and natural field decline. Our interests in Permian, which were sold in August, averaged net 
production of 4,000 boepd in 2017 (2016: 7,000 boepd; 2015: 9,000 boepd). 
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Europe: Crude oil and natural gas production was lower in 2017, compared to 2016, primarily due to natural field decline. 
Crude oil production was lower in 2016, compared to 2015, primarily due to lower drilling activity, natural field decline and 
a planned shutdown at the Valhall Field, offshore Norway. Our interests in Norway, which were sold in December, averaged 
net production of 24,000 boepd in 2017 (2016: 28,000 boepd; 2015: 33,000 boepd). 


Africa: Crude oil production in 2017 was comparable to 2016, as lower volumes from Equatorial Guinea, which was sold 
in November 2017, was offset by higher production in Libya. Crude oil production in Africa was lower in 2016, compared to 
2015, as a result of reduced drilling activity in Equatorial Guinea and the sale of our Algeria asset in the fourth quarter of 
2015. Our interests in Equatorial Guinea averaged net production of 25,000 boepd in 2017 (2016: 33,000 boepd; 2015: 
43,000 boepd). 


Asia: Natural gas production was higher in 2017, compared to 2016, primarily due to first production at the North Malay 
Basin full-field development in July 2017. Natural gas production was lower in 2016, compared to 2015, primarily due to the 
planned shutdown of production facilities at the JDA in 2016 to commission a booster compressor project and from lower 
production entitlement. 


Sales Volumes: The impact of lower sales volumes decreased after-tax results by approximately $190 million in 2017 
compared to 2016. Worldwide sales volumes from Hess net production, excluding purchased crude oil, natural gas liquids 
and natural gas, were as follows: 


2017 2016 2015 
(In thousands) 
Grade Oil = Darrel 8 ie.sit. fesscassideshacssics vesbinds codons: 2adesudsscs Posbauds cadusaas Gaavsnes santos es visveduswes tasesaasvanoouas w68s 63,367 72,462 85,344 
Natural gas liquids — barrels 15,152 16,055 14,400 
Natural 985 ti Ch csi stucesvesavcseee stneiabas te cangistuted caval teats tasenciea sue ddasanceiatiaeeyioeaiians din besesaaieene 190,089 191,482 213,195 
Barrels:of Oil Equivalentt.3.sci0sic0scscistecdineiacissiisoeiivsthin ncesiaasisieetandethinn tena: 110,201 120,431 135,277 
Crude oil - barrels per day ........ccccecssesccssesseeeeeecesecsecseesecaecsceseecseesecaecnaeeseeseeeaecaeeseeeaeseeeeaeents 173 198 234 
Natural gas liquids - barrels per day .... 42 44 39 
Natural gas - mcf per day 520 523 584 
Barrels of Oil Equivalent Per Day ............... ec ecceceseceseceneecsseceeeeeeneesseecnaecneeeeeeeeenaeeneeesnes 302 329 371 


Marketing, including purchased oil and gas: This expense category is mainly comprised of costs to purchase crude oil, 
natural gas liquids and natural gas from our partners in Hess operated wells or other third-parties, primarily in the U.S., and 
associated transportation costs for U.S. marketing activities. The increase in 2017, compared to 2016 principally reflects the 
impact of higher benchmark crude oil prices on the cost of purchased volumes. The decrease in 2016, compared to 2015, 
principally reflects the decline in crude oil prices and lower volumes purchased. 


Cash Operating Costs: Cash operating costs, consisting of operating costs and expenses, production and severance taxes 
and E&P general and administrative expenses, decreased by $401 million in 2017 compared with the prior year (2016: $197 
million decrease versus 2015). The decrease in 2017, compared to 2016, is due to lower workover expenses, lease operating 
and employee costs, partially offset by higher production taxes in the Bakken. The decrease in 2016 compared to 2015 is due 
to lower production and cost reduction efforts, and lower production taxes in the Bakken. Operating costs in 2016 include 
higher workover costs to replace failed subsurface valves in the Gulf of Mexico. 


Midstream Tariffs Expense: Tariffs expense in 2017 increased, compared to 2016, primarily due to higher shortfall fees 
in 2017. Tariffs expense in 2016 increased, compared to 2015, primarily due to increased oil gathering tariffs and shortfall 
fees in 2016, partially offset by lower gas volumes processed through the Tioga gas plant. For 2018, we estimate Midstream 
tariffs expense to be in the range of $625 million to $650 million. 


Depreciation, Depletion and Amortization: Depreciation, depletion and amortization (DD&A) costs decreased by $377 
million in 2017, compared to 2016, primarily due to lower production and an improved portfolio average DD&A rate due to the 
production mix. DD&A costs decreased in 2016, compared to 2015, primarily due to lower production and an improved 
portfolio average DD&A rate due to the production mix. 
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Unit costs: Unit cost per boe information is based on total E&P production volumes and excludes items affecting 
comparability of earnings as disclosed below. Actual and forecast unit costs are as follows: 


Actual Forecast range 
2017 2016 2015 2018 
Cash operating COStS .......:cceecceseeseeseeeeeeeeseeeeeeeees $ 14.30 §$ 15.56 §$ 15.43 $13.00 — $14.00 
Depreciation, depletion and amortization costs .... 24.53 26.40 28.00 18.00 — 19.00 
Total Production Unit Costs.........0.000ccee $ 38.83 § 41.96 § 43.43 $31.00 — $33.00 


Exploration Expenses: Exploration expenses, including items affecting comparability of earnings described below, were 
as follows: 


2017 2016 2015 
(In millions) 
Exploratory dry hole:costsiz....4.ccsincscacsasssasscassacescassdnadecsadscdonsedencs ieacvodssdensadescuses condscos dncdessides $ 268 =$ 1,064 § 410 
Exploration lease and other 1mpairment............ccecesceesceseeeceeseesececeeecaeeesceaeceaeeseeeeeeeeneenaeeaeees 44 145 182 
Geological and geophysical expense and exploration overhead ...........ceceeeeeeseeseeeeeeereeeeeees 195 233 289 
$ 507 $ 1442 § 881 


Exploration expenses were lower in 2017, compared to 2016, primarily due to lower dry hole expense, leasehold 
impairment expense, geologic and seismic costs, and employee expenses. Exploration expenses were higher in 2016, 
compared to 2015, primarily due to higher dry hole expense partially offset by lower leasehold impairment expense, geologic 
and seismic costs, and employee expenses. See items affecting comparability of earnings between periods described below. 
For 2018, we estimate exploration expenses, excluding dry hole expense, to be in the range of $190 million to $210 million. 


Income Taxes: The E&P income tax provision was a benefit of $1,842 million in 2017 (2016: $1,587 million expense; 
2015: $1,117 million benefit). Excluding items affecting comparability between periods, the E&P income tax provision was 
an expense of $95 million in 2017 (2016: $948 million benefit; 2015: $731 million benefit). The provision in 2017 reflects 
higher production from Libya and lower deferred tax benefits on losses compared to the prior year. Commencing in 2017, 
we are generally not recognizing deferred tax benefit or expense in certain countries, primarily the U.S., Denmark 
(hydrocarbon tax only), Malaysia and Guyana, while we maintain valuation allowances against net deferred tax assets in 
these jurisdictions in accordance with the requirements of U.S. accounting standards. See E&P items affecting comparability 
of earnings below and Critical Accounting Policies and Estimates — Income Taxes on page 41. 


Actual and forecast effective tax rates are as follows: 


Actual Forecast range 
2017 2016 2015 2018 
Effective income tax benefit (expense) rate... ee eeeeceeteeeeeeeeeeeceseeeeeneees 34% -47T% 29% N/A 
Adjusted effective income tax benefit (expense) rate (a)... eee eeeeeeeeeees T% 42% 45% 0% - 4% 


(a) Excludes any contribution from Libya and items affecting comparability of earnings. 


Items Affecting Comparability of Earnings Between Periods: Reported E&P earnings included the following items 
affecting comparability of income (expense) before and after income taxes: 


Before Income Taxes After Income Taxes 
2017 2016 2015 2017 2016 2015 
(In millions) 
TmpairMment :, ciccsicssscseiesscensicsdescsvensds caonsdasvedsonevccasudarodeeeviecteasvtoensdeesvee’ $ (4,203) $ — $ (1,616) $ (2,250) $ — $ (1,566) 
Dry hole, lease impairment and other exploration expenses.............. (280) (1,021) (518) (280) (745) (301) 
Gains (losses) on asset Sales, Met.........cceccseesceseceseeseeseeeeeeaeenee es (41) 27 28 (57) 17 10 
Noncash charges on de-designated crude oil collars (22) — — (22) — —_— 
Income tax adjustment... ceccceseeecseseeceeeseeeeeeceeeseeeceaeeeceeeeeneeaees _ — = _ (2,869) 101 
OsPshOre: 18 COStixsiiscsslceesstescdacsecesesclacsies Seacsaescdescasvaceddensdaeceeusatecausteues — (105) — —_— (66) — 
Inventory? Wiite-00f..civeesisiss testcase estes chteaiuctraastveaes oteea canto’ — (39) (87) — (19) (58) 
Exit costs and other .......ccccceccesccsseesceeeceeceeeceeeeseeeeceseeaecseeaeeseeeeeseeene — (26) (44) — (17) (37) 


$ (4,546) $ (1,164) $ (2,237) $ (2,609) $ (3,699) $ (1,851) 
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The pre-tax amounts of E&P items affecting comparability of income (expense) are presented in the Statement of 
Consolidated Income as follows: 


Before Income Taxes 


2017 2016 2015 
(In millions) 
Sales:and other operating revenues... sits) svelsdtdesersessiegebelins steehaylics duelacitetelucscaeheusn awstaeteets $ (22) $ — §$ a 
Gains (losses) ‘Onl asset Sales; Nets: ssi5:: sscedecsauiepd. Seton epes setae iaatendsceaasuceievetviedsasesiryl sesenesstaees (41) 27 28 
ber, TE sy. ceases 2225p se vate ad vse Ns va dened edivsd ds Suan ones B02 capi case edyai Me deaseed stavsaeast sieasee fevbsed-dosiuadeetaeeteee — — (14) 
Marketing, including purchased oil and gas.........eeeeeesseseceeeecseeececeseeeeseceeesesecseeeeeaeeeeeeeenees —_— — (39) 
Operating costs and expenses —_ (162) (51) 
Exploration expenses, including dry holes and lease impairment............ ec eeeeeeeeeeeeereeeeeees (280) (1,029) (518) 
General and administrative Expenses ...........ccccscessessseescesecseeesceseceecesecseeeeseeeceaecseseeseeeeaeenseeneees —_ — (27) 
MAMA AAT TASTE dc cess ccc esac Dees ad ocatcen cen eee tenes date dean denen alecatteaates cates aan canermestereesanas sauces vats (4,203) — (1,616) 


$ (4,546) $ (1,164) $ (2,237) 


2017: 


e = Gains (losses) on asset sales, net: We recognized a pre-tax gain of $486 million ($486 million after income taxes) 
related to the sale of our assets in Equatorial Guinea, and a pre-tax gain of $330 million ($314 million after income 
taxes) related to the sale of our enhanced oil recovery assets in the Permian Basin. We also incurred a pre-tax loss 
of $857 million ($857 million after income taxes) on the sale of our interests in Norway. The loss included the 
recognition in earnings of $900 million for cumulative translation adjustments previously reflected within 
accumulated other comprehensive income. See Note 2, Dispositions in the Notes to Consolidated Financial Statements. 


e = Impairment: We recorded a noncash impairment charge related to our interests in Norway totaling $2,503 million pre-tax 
($550 million after income taxes) in the third quarter prior to the sale of our interests in the fourth quarter. In addition, we 
recognized pre-tax impairment charges to reduce the carrying value of our interests in the Stampede Field by $1,095 
million ($1,095 million after income taxes), and the Tubular Bells Field by $605 million ($605 million after income 
taxes) primarily as a result of a lower long-term crude oil price outlook. The Stampede Field had significant 
capitalized exploration and appraisal costs that were incurred on a 100% working interest basis on the Pony 
discovery prior to unitizing into the Stampede project. See Note 3, Impairment in the Notes to Consolidated Financial 
Statements. 


e Dry hole, lease impairment and other exploration expenses: We recorded a pre-tax charge of $280 million ($280 
million after income taxes) to fully impair the carrying value of our interest at the Hess operated offshore Deepwater 
Tano/Cape Three Points license, offshore Ghana (Hess 50% license interest) as a result of management’s decision in 
the fourth quarter of 2017 to not develop the previously discovered fields. See Note 24, Subsequent Events in the 
Notes to Consolidated Financial Statements. 


e = Noncash charges on de-designated crude oil collars: We recorded a pre-tax charge of $22 million ($22 million after 
income taxes) related to certain crude oil collars not designated as cash flow hedges. The de-designation was a 
result of production downtime caused by a fire at the third-party operated Enchilada platform in the Gulf of Mexico 
during the fourth quarter. 


2016: 


e Dry hole, lease impairment and other exploration expenses: We recorded a pre-tax charge of $938 million ($693 
million after income taxes) to write-off all previously capitalized wells and other project related costs for our Equus 
natural gas project, offshore the North West Shelf of Australia, following the decision to defer further development 
of the project. In addition, we recorded a pre-tax charge of $83 million ($52 million after income taxes) to write-off 
the previously capitalized Sicily-1 exploration well based on our decision not to pursue the project. 


e = Gains on asset sale, net: We recognized a pre-tax gain of $27 million ($17 million after income taxes) related to the 
sale of undeveloped onshore acreage in the U.S. 


e Income taxes: We recorded a non-cash charge of $2,920 million to establish valuation allowances against net deferred tax 
assets as of December 31, 2016, as required under application of the accounting standards following a three-year 
cumulative loss. This deferred tax charge has no cash flow impact and the Corporation’s underlying tax position remains 
unchanged. In addition, we recorded a tax benefit of $51 million related to the resolution of certain international tax 
matters. 


32 


2015: 


Offshore rig cost: We recognized a pre-tax charge of $105 million ($66 million after income taxes) related to an 
offshore drilling rig. 


Inventory write-off? We incurred a pre-tax charge of $39 million ($19 million after income taxes) to write off 
surplus materials and supplies inventory. 


Exit costs and other: We recorded pre-tax exit and other costs of $26 million ($17 million after income taxes), 
which primarily relates to employee severance. 


Impairment: We recorded noncash goodwill impairment charges totaling $1,483 million pre-tax ($1,483 million after 
income taxes), representing all goodwill of our E&P segment, due to the decline in crude oil prices. In addition, we 
recorded a pre-tax charge of $133 million ($83 million after income taxes) associated with our legacy conventional North 
Dakota assets. 


Dry hole, lease impairment and other exploration expenses: We recognized a pre-tax charge of $190 million ($86 
million after income taxes) to write-off an exploration well and other costs related to the Dinarta Block in the 
Kurdistan Region of Iraq following the decision of the Corporation and its partner to relinquish the block and exit 
operations in the region. In offshore Ghana, we expensed previously capitalized well costs of $182 million ($117 
million after income taxes) primarily associated with natural gas discoveries due to insufficient progress on appraisal 
negotiations with the regulator. In offshore Australia, we expensed previously capitalized well costs of $62 million 
($45 million after income taxes) associated with discovered resources that we determined would not be included in 
the development concept for the Equus project. In addition, we recorded pre-tax charges totaling $84 million ($53 
million after income taxes) primarily to impair exploration leases in the Gulf of Mexico. 


Gains (losses) on asset sales, net: We recognized a pre-tax gain of $49 million ($31 million after income taxes) 
related to the sale of approximately 13,000 acres of Utica dry gas acreage. We also completed the sale of our 
producing assets in Algeria in December 2015 and recognized a pre-tax loss of $21 million ($21 million after 
income taxes). 


Income taxes: In 2015, we recorded net tax benefits totaling $101 million, comprised primarily of $154 million to 
recognize a deferred tax benefit from a legal entity restructuring, $50 million benefit from receiving approval for an 
international investment incentive and a $112 million charge to recognize a partial valuation allowance against 
foreign deferred tax assets. 


Inventory write-off: We incurred a pre-tax charge of $48 million ($30 million after income taxes) to write off 
surplus drilling materials based on future drilling plans and recognized a pre-tax charge of $39 million ($28 million 
after income taxes) to reduce crude oil inventories to their net realizable value. 


Exit costs and other: We recognized pre-tax charges totaling $21 million ($21 million after income taxes) 
associated with terminated international office space and incurred charges of $23 million ($16 million after income 
taxes) related to employee severance and other expenses. 
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Midstream 


Following is a summarized income statement of our Midstream operations, which include results for a gas plant and 
associated CQ, assets in the Permian Basin (through August 2017) and water handling assets in North Dakota that are 
wholly-owned by Hess: 


2017 2016 2015 
(In millions) 


Revenues and Non-Operating Income 


Sales and other operating revenues $ 617 $ 569 = §$ 634 
LOSSES: ON: ASSet SALES... c.yssisiecbaouce ves ceveetes covereunssyaaven sevesbne dentencvave pentane, ceonsaye severest doassenna veins (51) — a 
Total revenues and non-operating INCOME .........ececeeseeeeceeeeeseeeeeeeeceseeaeeaseeseeeeeeaeeaeenes 566 569 634 

Costs and Expenses 
Operating COStS and Expenses sevice. sdzsceecsedstucs saves pccvedsiyeay covadshsavenvaspansbyetneedsedaietvlesaese peasy 195 218 296 
General and administrative EXPeNses ...........cceeessseseneesecseeseeeceeesecneescsaesecnerseeeeaeeecsaeeeaees 16 20 18 
Depreciation, depletion and amortization ..0........:cccceeceseseseceseeeceeeseceeeeceeesecseeseseesaseeceaeess 123 121 107 
TWP AITMGN Giyes3 vazesees secedeadsasadsede ates Sit eatsacs esstoteteaae sd aves daalveds eannsiatanasescsueaianiteataass ooo astevie eee — 67 — 
IntereSt ExPens Gries cetecde tosses viessieleedeydeiateasseve Hensal wegen nana aden aaa 26 19 10 
Total costs and expenses 'csee-eé. decciec. seaetictcesseacs edaeteceae. caandsaeceeussdl odessniuedscdeeteeseasssceeaies 360 445 431 
Results of Operations Before Income Taxes .................ccccccccceeseseceeeeeeeeeeseceeeceeeeeeneenseeaeens 206 124 203 
Provision (beiefit) for mcome taxes (a) ...:sc022 ews. wehviesetniyred teat Goan anadaunes 31 26 58 
NGHINCOME|:(1OSS) cassis, cosenuds capeeias sds cdvessai sibedude faxeladistveanse caxans Mase disie de dyedes sivelinesndasade thveisdeaetaas 175 98 145 
Less: Net income (loss) attributable to noncontrolling interests (b)..........:c:eseeeeeeeteeeeeee 133 56 49 
Net Income (Loss) Attributable to Hess Corporation ..............0.cccccccccccscsseseseceeseeseeeseseaes $ 42 $ 42 §$ 96 


(a) The provision for income taxes in the Midstream segment in 2017 is presented before consolidating its operations with other U.S. activities of the 
Company and prior to evaluating realizability of net U.S. deferred taxes. An offsetting impact is presented in the E&P segment. 
(b) The partnership is not subject to tax and, therefore, the noncontrolling interest’s share of net income is a pre-tax amount. 


Sales and other operating revenues in 2017 increased, compared to 2016, primarily due to higher shortfall fees earned, and 
higher tariff rates and throughput volumes, partially offset by lower rail export revenue associated with third-party rail charges 
and the sale of our Permian assets in August 2017. Total revenues and non-operating income in 2016 decreased, compared to 
2015, primarily as a result of lower rail export revenue associated with third-party rail charges, partially offset by recognition 
of shortfall fees earned. 


Operating costs and expenses were lower in 2017, compared to 2016, primarily due to lower third-party rail charges and 
the sale of our Permian assets in August 2017. Operating costs and expenses were lower in 2016, compared to 2015, 
primarily due to a decrease in third-party rail charges. DD&A expenses were higher in 2017, compared to 2016, primarily 
due to newly completed gathering pipelines and related facilities that were placed in service. DD&A expenses were higher in 
2016, compared to 2015, primarily due to capital expenditures on gathering assets and railcars that were placed in service. 


The increase in interest expense in 2017, compared to 2016, and 2016 compared to 2015 reflects borrowings by Hess 
Infrastructure Partners LP. 


For 2018, we estimate net income attributable to Hess Corporation from the Midstream segment to be in the range of $105 
million to $115 million. 


Items Affecting Comparability of Earnings Between Periods: We recognized a pre-tax loss of $57 million ($34 million 
after income taxes and noncontrolling interest) in 2017 related to the sale of our Midstream assets in the Permian Basin. 
Midstream results in 2016 included a pre-tax charge of $67 million ($21 million after income taxes and noncontrolling 
interest) to impair older specification rail cars. 
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Corporate, Interest and Other 


The following table summarizes Corporate, Interest and Other expenses: 


2017 2016 2015 
(In millions) 

Corporate and other expenses (excluding items affecting comparability) $ 160 §$ 131 §$ 219 
TTT OSES XS TISC aire tc caatts vie euccvaqeteccensneenetaaneecsacansecst-sbneacoseraspacetaaseee eashaseevneees reer 385 380 376 
Less? Capitalized interest icgicscchecescces ceanssascceceiccdiesdesadactdassbescdacenesutagsiesceassateddesondoaiecdesssasedeec (86) (61) (45) 

Interest EXPENSE; Nt... sisssssssestesseess sossessesssssacssesvnssnsen se vtesuesnsveads tesveasutevivotaoss subeeats deateese sebens 299 319 331 
Corporate, Interest and Other expenses before incOME taXeS 0... eeseeeteeeceeeeeeeeeteeeeeeeeeeeeees 459 450 550 

Provision (benefit) for INCOME tAXS 0... cece eeceteeeceseseesetececeeecsevsceeeecnevseceeeseereeeneeaees (26) (163) (217) 
Net Corporate, Interest and Other expenses after income taxes... 433 287 333 

Items affecting comparability of earnings between periods, after-tax 30 923 44 
Total Corporate, Interest and Other Expenses After Income Taxes .................::ceeeee $ 463 $ 1,210 § 377 


Corporate and other expenses, excluding items affecting comparability, were higher in 2017, compared to 2016, primarily 
due to higher legal costs, increased pension settlement charges in 2017, and the recognition of a nonrecurring gain of $8 
million in 2016. Corporate and other expenses were lower in 2016, compared to 2015, primarily due to reductions in 
employee costs, professional fees, and other general and administrative expenses, and the benefit of higher interest income 
and non-operating income. In 2018, after-tax Corporate and other expenses, excluding items affecting comparability of 
earnings between periods, are estimated to be in the range of $105 million to $115 million. 


Interest expense was higher in 2017, compared to 2016, primarily due to slightly higher average borrowings. Capitalized 
interest expense was higher in 2017, compared to 2016, due to increased activity at the Hess operated Stampede development 
project and sanction of the Liza Field Phase 1 development project during 2017. Interest expense was higher in 2016, 
compared to 2015, but the increase in capitalized interest expense was greater over the same period with 2016 reflecting 
increased activity at the Stampede development project. In 2018 after-tax interest expense, net is estimated to be in the range 
of $345 million to $355 million as interest capitalization on the Stampede development will cease upon first production. 


The benefit for income taxes is lower in 2017, compared to 2016, due to us generally not recognizing deferred tax benefit 
or expense in the U.S. while we maintain valuation allowances against net deferred tax assets in accordance with the 
requirements of U.S. accounting standards. This accounting treatment commenced on December 31, 2016. See items 
affecting comparability of earnings below and Critical Accounting Policies and Estimates — Income Taxes on page 41. 


Items Affecting Comparability of Earnings Between Periods: Corporate, Interest and Other results included the 
following items affecting comparability of income (expense) before and after income taxes: 


2017: 


e Exit costs and other: We recorded a pre-tax charge of $30 million ($30 million after income taxes) in connection 
with vacated office space, of which $11 million is included in General and administrative expenses and $19 million 
is included in Depreciation, depletion and amortization in the Statement of Consolidated Income. 


2016: 


e Income tax: We recorded a non-cash charge of $829 million to establish valuation allowances against net deferred tax 
assets as of December 31, 2016, as required under application of the accounting standards following a three-year 
cumulative loss. This deferred tax charge has no cash flow impact and the Corporation’s underlying tax position remains 
unchanged. 


e Loss on debt extinguishment: We recorded a pre-tax charge of $148 million ($92 million after income taxes) related 
to the repurchase and redemption of notes to complete a debt refinancing. See Note 10, Debt, in the Notes to 
Consolidated Financial Statements. 


e Exit costs and other: We recorded pre-tax exit and other costs of $3 million ($2 million after income taxes), which 
primarily relates to employee severance. 


2015: 


e HOVENSA LLC: We recorded a pre-tax charge of $76 million ($49 million after income taxes) associated with debtor- 
in-possession financing provided to HOVENSA LLC and the estimated liability resulting from its bankruptcy 
resolution. 


e Other: We recorded a pre-tax gain of $20 million ($13 million after income taxes) from the sale of land and incurred 
exit costs of $6 million pre-tax ($4 million after income taxes). 
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Liquidity and Capital Resources 


The following table sets forth certain relevant measures of our liquidity and capital resources at December 31: 


2017 2016 

(In millions, except ratio) 
Cash-anid cash equryalents (a) ices sieves ssedeve cast sasdsacs saszsyiellectvaths audeossadeiaiielde sive (Ms sedans aiaa tent dielde dyenieess $ 4,847 $ 2,732 
Current maturities of long-term debt... 580 112 
Total debt (b) ..... re 6,977 6,806 
Total equity... cece eeeeseeeeeeee sake 12,354 15,591 
Debt to:capitalization:-ratio:(C).+.<iccaccsses sdasciss coacasaacecsecetes siavstas cos csaes <dacsutuciecdessbes sonseias sdecvagadeccesiecsaas cdaeeviecse 36.1% 30.4% 


(a) Includes $356 million of cash attributable to Hess Infrastructure Partners (HIP), our 50/50 Midstream joint venture, at December 31, 2017 (2016: $2 
million). 

(b) Includes $980 million of debt outstanding from HIP at December 31, 2017 (2016: $733 million) that is non-recourse to Hess Corporation. 

(c) Total debt as a percentage of the sum of total debt plus equity. 


Cash Flows 


The following table sets forth a summary of our cash flows: 


2017 2016 2015 
(In millions) 


Cash Flows From Operating Activities: 


Net cash provided by (used in) operating activities - continuing operations..............00 $ 945 §$ 795 $ 2,016 
Net cash provided by (used in) operating activities - discontinued operations ................. — — (35) 
Net cash provided by (used in) operating activities 00... cece eceeeeceeeeeeeeeeeneeeeeees 945 795 1,981 
Cash Flows From Investing Activities: 
Additions to property, plant and equipment - E&P oo... ee cceeceeeeceeeeceeeeesetecseteesneeeesees (1,788) (1,974) (3,952) 
Additions to property, plant and equipment — Midstream... cceceeseeeseeseeeeeeeeeeeneeeeeees (149) (277) (369) 


Proceeds from asset. Sales :..:.:,..05355.xeescsdebisase ddasekeedss sovssosevesvensscevavoanseetiiss sendebseses sopseaveasbeteeete’ 3,296 140 50 
MME TS ET ps casessaseusevisoossspetsuvuehes terspyvensasensages sores yvelsagera ceaaesenesatl ah ioenacsusialezvericmtemc sacs (1) 21 (44) 
Net cash provided by (used in) investing activities - continuing operations .............0.0 1,358 (2,090) (4,315) 
Net cash provided by (used in) investing activities - discontinued operations.................. — — 109 
Net cash provided by (used in) investing actiVities........ cece eeceecseeteeeceeeeeeeeeeeeeees 1,358 (2,090) (4,206) 
Cash Flows From Financing Activities: 
Net cash provided by (used in) financing activities - continuing operations..............06 (188) 1,311 2,497 
Net cash provided by (used in) financing activities - discontinued operations ................. = — — 
Net cash provided by (used in) financing activities ....... cc ceeeceeeeeeeeeeeeeeeeeeeseeeeeaeees (188) 1,311 2,497 
Net Increase (Decrease) in Cash and Cash Equivalents - Continuing Operations................... 2,115 16 198 
Net Increase (Decrease) in Cash and Cash Equivalents - Discontinued Operations ............... —_— — 74 
Net Increase (Decrease) in Cash and Cash Equivalents ................c:ccccsceeeeeereeeseeeeteeeeeeeeees $ 2,115 $ 16 §$ 272 
Operating Activities: 


In 2017, net cash provided by operating activities was $945 million (2016: $795 million; 2015: $1,981 million). In 2017, 
operating cash flows increased, compared to 2016, primarily due to higher benchmark crude oil prices and lower operating 
costs, partially offset by lower production volumes. Changes in working capital in 2017 were a use of cash of $780 million 
and primarily related to higher accounts receivable due to higher crude oil prices, abandonment expenditures, premiums on 
crude oil hedging contracts, pension contributions, contract termination payments for an offshore drilling rig, and crude oil 
delivered as line fill. In 2016, operating cash flows decreased, compared to 2015, primarily due to declining benchmark 
crude oil prices and changes in production volumes. 


Investing Activities: 


In 2017, Additions to property, plant and equipment were lower, compared to 2016, primarily due to lower development 
expenditures at North Malay Basin in the current year, partially offset by increased investments in Bakken and Guyana in 
2017. The decrease in Additions to property, plant and equipment in 2016, compared to 2015, is primarily related to reduced 
drilling activity (Bakken, Utica, Norway, Denmark and Equatorial Guinea) and reduced development expenditures (Tubular 
Bells, North Malay Basin and the JDA). 


In 2017, proceeds from the sale of assets of $3,296 million (2016: $140 million; 2015: $50 million) related to the 
divestiture of our interests in Equatorial Guinea, Norway, our enhanced oil recovery assets in the Permian Basin, and non- 
core acreage, onshore United States. 
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Financing Activities: 


In 2017, Hess Midstream Partners LP received proceeds of $365.5 million from the issuance of common units in an initial 
public offering, of which $350 million was distributed 50/50 to Hess Corporation and GIP. Borrowings for debt with 
maturities in excess of 90 days were $800 million in 2017 (2016: $1,496 million; 2015: $600 million), while associated 
repayments of debt were $459 million (2016: $1,455 million; 2015: $67 million). Common and preferred stock dividends 
paid were $363 million in 2017 (2016: $350 million; 2015: $287 million) and we settled the repurchase of $110 million of 
common stock in 2017 (2016: $-; 2015: $142 million). Net outflows to noncontrolling interests were $243 million in 2017 
(2016: $23 million net outflow; 2015: $2,296 million net inflow). In 2016, we issued 28,750,000 shares of common stock 
and depositary shares representing 575,000 shares of 8% Series A Mandatory Convertible Preferred Stock for total net 
proceeds of $1.64 billion. 


Future Capital Requirements and Resources 


At December 31, 2017, Hess Corporation, had $4.5 billion in cash and cash equivalents, excluding Midstream, and total 
liquidity, including available committed credit facilities, of approximately $8.9 billion. The Corporation has no significant 
near-term debt maturities. 


Net production in 2018 is forecast to be in the range of 245,000 boepd to 255,000 boepd, excluding Libya, and we expect 
our 2018 E&P capital and exploratory expenditures will be approximately $2.1 billion. Based on current forward strip crude 
oil prices, we forecast a net operating cash flow deficit (including capital expenditures) in 2018. The Corporation expects to 
fund its 2018 net operating cash flow deficit (including capital expenditures), reduce debt by $500 million and repurchase 
$380 million of common stock with existing cash and cash equivalents. 


On February 15, 2018, Hess Corporation redeemed $350 million principal amount of 8.125% notes due 2019 for $370 
million. 


The table below summarizes the capacity, usage, and available capacity of our borrowing and letter of credit facilities at 
December 31, 2017: 


Letters of 
Expiration Credit Total Available 
Date Capacity Borrowings Issued Used Capacity 

(In millions) 
Revolving credit facility - Hess Corporation (a)....... January 2021 $ 4,000 $ — § — $ — §$ 4,000 
Revolving credit facility - HIP (b) oo... eee eee November 2022 600 = = = 600 

Revolving credit facility - Hess Midstream Partners 

LP'(HESM):(C) ss. fsccuiesdeedsteul tuest vidios deueticededtvae deus March 2021 300 — — — 300 
Committed lines Various (d) 445 — 29 29 416 
Uncommitted lines Various (d) 217 — 217 217 — 
DO tal casediss cesenuzs coheensnsivsdveloansiterparsestante eausaeoectbeeuss $ 5,562 § — $ 246 $ 246 $ 5,316 


(a) In January 2020, the capacity reduces to $3.7 billion. 

(b) This credit facility may only be utilized by HIP and is non-recourse to Hess Corporation. 
(c) This credit facility may only be utilized by HESM and is non-recourse to Hess Corporation. 
(d) Committed and uncommitted lines have expiration dates through 2018. 


On December 1, 2017, the Corporation amended its $4.0 billion syndicated revolving credit facility that expires in January 
2020, by extending the facility for one year to January 2021, with a $3.7 billion commitment during the extension period. 
Borrowings on the facility will generally bear interest at 1.30% above the London Interbank Offered Rate (LIBOR). The 
interest rate will be higher if our credit rating is lowered. The facility contains a financial covenant that limits the amount of 
the total borrowings on the last day of each fiscal quarter to 60% of the Corporation’s total capitalization, defined as total 
debt plus stockholders’ equity. As of December 31, 2017, Hess Corporation had no outstanding borrowings under this 
facility and was in compliance with this financial covenant. 


We had $246 million in letters of credit outstanding at December 31, 2017 (2016: $188 million), which primarily relate to 
our international operations. See also Note 23, Financial Risk Management Activities in the Notes to Consolidated Financial 
Statements. 


We also have a shelf registration under which we may issue additional debt securities, warrants, common stock or 
preferred stock. 


In November 2017, HIP amended its senior unsecured syndicated credit facilities. At December 31, 2017, HIP has $800 
million of senior secured syndicated credit facilities, consisting of a $600 million 5-year revolving credit facility and a drawn 
$200 million 5-year Term Loan A facility. The revolving credit facility can be used for borrowings and letters of credit to 
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fund the joint venture’s operating activities and capital expenditures. Borrowings under the 5-year Term Loan A facility will 
generally bear interest at LIBOR plus an applicable margin ranging from 1.55% to 2.50%, while the applicable margin for the 
5-year syndicated revolving credit facility ranges from 1.275% to 2.000%. The interest rate is subject to adjustment based on 
HIP’s leverage ratio, which is calculated as total debt to Earnings Before Interest, Taxes, Depreciation and Amortization 
(EBITDA). If HIP obtains an investment grade credit rating, as defined in the amended credit agreement, pricing levels will 
be based on the credit ratings in effect from time to time. The credit facilities contain financial covenants that generally 
require a leverage ratio of no more than 5.0 to 1.0 for the prior four fiscal quarters and an interest coverage ratio, which is 
calculated as EBITDA to cash interest expense, of no less than 2.25 to 1.0 for the prior four fiscal quarters. The amended 
credit agreement includes a secured leverage ratio test not to exceed 3.75 to 1.00 for so long as the facilities remain secured. 
HIP is in compliance with these financial covenants at December 31, 2017. Outstanding borrowings under this credit facility 
are non-recourse to Hess Corporation. At December 31, 2017, HIP’s revolving credit facility was undrawn and borrowings 
under the Term Loan A facility amounted to $200 million, excluding deferred issuance costs. The credit facilities are secured 
by first-priority perfected liens on substantially all of HIP’s and certain of its wholly-owned subsidiaries’ directly owned 
assets, including its equity interests in certain subsidiaries, subject to customary exclusions. 


Hess Midstream Partners LP (the “Partnership”) has a $300 million 4-year senior secured syndicated revolving credit 
facility that became available for utilization at completion of its initial public offering in April 2017. The credit facility can 
be used for borrowings and letters of credit to fund operating activities and capital expenditures of the Partnership and 
expires March 2021. Borrowings on the credit facility will generally bear interest at LIBOR plus an applicable margin of 
1.275%. The interest rate is subject to adjustment based on the Partnership’s leverage ratio, which is calculated as total debt 
to EBITDA. If the Partnership obtains credit ratings, pricing levels will be based on the credit ratings in effect from time to 
time. The Partnership is subject to customary covenants in the credit agreement, including financial covenants that generally 
require a leverage ratio of no more than 4.5 to 1.0 for the prior four fiscal quarters. The credit facility is secured by first 
priority perfected liens on substantially all directly owned assets of the Partnership and its wholly-owned subsidiaries, 
including equity interests in subsidiaries, subject to certain customary exclusions. Outstanding borrowings under this credit 
facility are non-recourse to Hess Corporation. At December 31, 2017, this facility was undrawn. 


Credit Ratings 


Two of the three major credit rating agencies that rate the Corporation’s debt have assigned an investment grade rating. At 
December 31, 2017, we have investment grade credit ratings with stable outlook from Standard and Poor’s Ratings Services 
(BBB-) and Fitch Ratings (BBB-). Moody’s Investors Service has rated our debt at Bal with a stable outlook. 


The consequence of lower credit ratings is an increase in interest rates and facility fees on our credit facilities and the 
potential for additional required collateral under operating agreements. As of December 31, 2017, based on our current credit 
ratings, we may be required to issue additional collateral in the form of letters of credit up to approximately $135 million. If 
Fitch or S&P were to reduce their rating on our unsecured debt below investment grade, we estimate that we could be 
required to issue additional letters of credit up to approximately $240 million as of December 31, 2017. 


In the fourth quarter of 2017, HIP obtained it first credit ratings from ratings agencies. At December 31, 2017, HIP’s 
senior unsecured debt is rated BB+ by Standard and Poor’s Ratings Services, Ba3 by Moody’s Investors Service, and BB by 
Fitch Ratings. 

Contractual Obligations and Contingencies 


The following table shows aggregate information about certain contractual obligations at December 31, 2017: 


Payments Due by Period 

2019 and 2021 and 
Total 2018 2020 2022 Thereafter 

(In millions) 
Total Debt (excludes interest) (8) ............c:cccccseeseeeeseeeees $ 6,977 §$ 580 =$ 66 8$ 167 $ 6,164 
Operating, Leases. iin. iicicis.csccscscivesecoveasizesecossenssensnvaanevousevsess 1,310 387 506 141 276 
Purchase Obligations: 

Capital expenditures 0.0... ee eeeescereeeeeeeceseeesseseceaseecneeees 1,260 563 531 166 _— 
COPETAtIN GE EXPENSES «. fshcasessedasiceed sat savieatees sraadessscnousweensevtones 412 230 121 39 22 
Transportation and related contracts 000.0... cee seeeeseeeeeeees 1,221 210 390 374 247 
Asset retirement obligations..........0...0..:c:cccceceeseeseeeeeeteeeee 801 48 129 39 585 
Other liabilities... eee ceeeeeneeeeceeeeeeeceeeeeeeeaeeees 668 126 117 101 324 


(a) We anticipate cash payments for interest of $418 million for 2018, $800 million for 2019-2020, $765 million for 2021-2022, and $4,340 million 
thereafter for a total of $6,323 million. These interest payments reflect our contractual obligations as of December 31, 2017 and, therefore, do not 
reflect any benefits that may arise from the previously announced $500 million debt reduction program. 
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Capital expenditures represent amounts that were contractually committed at December 31, 2017, including the portion of 
our planned capital expenditure program for 2018. Obligations for operating expenses include commitments for oil and gas 
production expenses, seismic purchases and other normal business expenses. Other liabilities reflect contractually committed 
obligations in the Consolidated Balance Sheet at December 31, 2017, including pension plan liabilities and estimates for 
uncertain income tax positions. The Corporation and certain of its subsidiaries lease drilling rigs, office space and other 
assets for varying periods under leases accounted for as operating leases. 


Off-Balance Sheet Arrangements 


At December 31, 2017, we had $31 million in letters of credit for which we are contingently liable. See also Note 21, 
Guarantees, Contingencies and Commitments in the Notes to Consolidated Financial Statements. 


Foreign Operations 


At December 31, 2017, we conducted E&P activities outside the U.S., principally in Africa (Libya), Asia (Joint 
Development Area of Malaysia/Thailand and Malaysia), South America (Guyana and Suriname), Denmark and Canada. 
Therefore, we are subject to the risks associated with foreign operations, including political risk, tax law changes, currency 
risk, corruption, and acts of terrorism. See /tem 1A. Risk Factors for further details. 


Critical Accounting Policies and Estimates 


Accounting policies and estimates affect the recognition of assets and liabilities in the Consolidated Balance Sheet and 
revenues and expenses in the Statement of Consolidated Income. The accounting methods used can affect net income, equity 
and various financial statement ratios. However, our accounting policies generally do not change cash flows or liquidity. 


Accounting for Exploration and Development Costs: E&P activities are accounted for using the successful efforts 
method. Costs of acquiring unproved and proved oil and gas leasehold acreage, including lease bonuses, brokers’ fees and 
other related costs are capitalized. Annual lease rentals, exploration expenses and exploratory dry hole costs are expensed as 
incurred. Costs of drilling and equipping productive wells, including development dry holes, and related production facilities 
are capitalized. In production operations, costs of injected CO, for tertiary recovery are expensed as incurred. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of whether proved 
reserves have been found. Exploratory drilling costs remain capitalized after drilling is completed if (1) the well has found a 
sufficient quantity of reserves to justify completion as a producing well and (2) sufficient progress is being made in assessing 
the reserves and the economic and operational viability of the project. If either of those criteria is not met, or if there is 
substantial doubt about the economic or operational viability of the project, the capitalized well costs are charged to expense. 
Indicators of sufficient progress in assessing reserves, and the economic and operating viability of a project include: 
commitment of project personnel, active negotiations for sales contracts with customers, negotiations with governments, 
operators and contractors and firm plans for additional drilling and other factors. 


Crude Oil and Natural Gas Reserves: The determination of estimated proved reserves is a significant element in arriving 
at the results of operations of E&P activities. The estimates of proved reserves affect well capitalizations, the unit of 
production depreciation rates of proved properties and wells and equipment, as well as impairment testing of oil and gas 
assets and goodwill. 


For reserves to be booked as proved they must be determined with reasonable certainty to be economically producible 
from known reservoirs under existing economic conditions, operating methods and government regulations. In addition, 
government and project operator approvals must be obtained and, depending on the amount of the project cost, senior 
management or the Board of Directors must commit to fund the project. We maintain our own internal reserve estimates that 
are calculated by technical staff that work directly with the oil and gas properties. Our technical staff updates reserve 
estimates throughout the year based on evaluations of new wells, performance reviews, new technical data and other studies. 
To provide consistency throughout the Corporation, standard reserve estimation guidelines, definitions, reporting reviews and 
approval practices are used. The internal reserve estimates are subject to internal technical audits and senior management 
review. We also engage an independent third-party consulting firm to audit approximately 80% of our total proved reserves 
each year. 


Proved reserves are calculated using the average price during the twelve-month period ending December 31 determined as 
an unweighted arithmetic average of the price on the first day of each month within the year, unless prices are defined by 
contractual agreements, excluding escalations based on future conditions. As discussed in Item 1A. Risk Factors, crude oil 
prices are volatile which can have an impact on our proved reserves. If crude oil prices in 2018 are at levels below that used 
in determining 2017 proved reserves, we may recognize negative revisions to our December 31, 2017 proved undeveloped 
reserves. In addition, we may recognize negative revisions to proved developed reserves, which can vary significantly by 
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asset due to differing operating cost structures. Conversely, price increases in 2018 above those used in determining 2017 
proved reserves could result in positive revisions to proved developed and proved undeveloped reserves at December 31, 
2018. It is difficult to estimate the magnitude of any potential net negative or positive change in proved reserves as of 
December 31, 2018, due to a number of factors that are currently unknown, including 2018 crude oil prices, any revisions 
based on 2018 reservoir performance, and the levels to which industry costs will change in response to movements in 
commodity prices. A 10% change in proved developed and proved undeveloped reserves at December 31, 2017 would result 
in an approximate $200 million pre-tax change in depreciation, depletion, and amortization expense for 2018. See the 
Supplementary Oil and Gas Data on pages 80 through 90 in the accompanying financial statements for additional 
information on our oil and gas reserves. 


Midstream Joint Venture: On July 1, 2015, we sold a 50% interest in HIP to GIP for net cash consideration of 
approximately $2.6 billion. We consolidate the activities of HIP, which qualifies as a variable interest entity (VIE) under 
U.S. generally accepted accounting principles. We have concluded that we are the primary beneficiary of the VIE, as defined 
in the accounting standards, since we have the power through our 50% ownership to direct those activities that most 
significantly impact the economic performance of HIP, and are obligated to absorb losses or have the right to receive benefits 
that could potentially be significant to HIP. This conclusion was based on a qualitative analysis that considered HIP’s 
governance structure, the commercial agreements between HIP and us, and the voting rights established between the 
members, which provide us the ability to control the operations of HIP. 


Impairment of Long-lived Assets: We review long-lived assets, including oil and gas fields, for impairment whenever 
events or changes in circumstances indicate that the carrying amounts may not be recovered. Long-lived assets are tested 
based on identifiable cash flows that are largely independent of the cash flows of other assets and liabilities. If the carrying 
amounts of the long-lived assets are not expected to be recovered by estimated undiscounted future net cash flows, the assets 
are impaired and an impairment loss is recorded. The amount of impairment is determined based on the estimated fair value 
of the assets generally determined by discounting anticipated future net cash flows, an income valuation approach, or by a 
market-based valuation approach, which are Level 3 fair value measurements. 


In the case of oil and gas fields, the present value of future net cash flows is based on management’s best estimate of future 
prices, which is determined with reference to recent historical prices and published forward prices, applied to projected 
production volumes and discounted at a risk-adjusted rate. The projected production volumes represent reserves, including 
probable reserves, expected to be produced based on a stipulated amount of capital expenditures. The production volumes, 
prices and timing of production are consistent with internal projections and other externally reported information. Oil and 
gas prices used for determining asset impairment will generally differ from those used in the standardized measure of 
discounted future net cash flows, since the standardized measure requires the use of historical twelve-month average prices. 


Our impairment tests of long-lived E&P producing assets are based on our best estimates of future production volumes 
(including recovery factors), selling prices, operating and capital costs, the timing of future production and other factors, which 
are updated each time an impairment test is performed. We could have impairment if the projected production volumes from oil 
and gas fields decrease, crude oil and natural gas selling prices decline significantly for an extended period or future estimated 
capital and operating costs increase significantly. As a result of the extended period of low crude oil prices, we tested our oil and 
gas properties for impairment. See Note 3, Impairment in the Notes to Consolidated Financial Statements. 


Impairment of Goodwill: Goodwill is tested for impairment annually on October 1“ or when events or circumstances 
indicate that the carrying amount of the goodwill may not be recoverable based on a two-step process. We conduct the 
goodwill test at a reporting unit level, which is defined in accounting standards as an operating segment or one level below an 
operating segment. The reporting unit or units used in an evaluation and measurement of goodwill for impairment testing are 
determined from a number of factors, including the manner in which the business is managed. At December 31, 2017, our 
Midstream operating segment had goodwill of $360 million that resulted from an allocation from our E&P segment upon the 
formation of the Midstream segment in 2015. Our E&P segment has no goodwill at December 31, 2017. 


In step one of the impairment test, the fair value of a reporting unit is compared with its carrying amount, including 
goodwill. If the fair value of the reporting unit exceeds its carrying value, goodwill is not impaired. If the carrying value of 
the reporting unit exceeds its fair value, we perform step two to determine possible impairment by comparing the implied fair 
value of goodwill with the carrying amount. The implied fair value of goodwill is determined by assuming the reporting unit 
is purchased at fair value with assets and liabilities of the reporting unit being reflected at fair value in the same manner as the 
accounting prescribed for a business combination. The resulting excess of fair value of the reporting unit over the amounts 
assigned to the reporting unit’s assets and liabilities represents the implied fair value of goodwill. If the implied fair value of 
goodwill were less than its carrying amount, an impairment loss would be recorded. Fair value for the Midstream operating 
segment is based on a market approach using the exchange price of Hess Midstream Partners, LP, which is a consolidated 
publicly traded master limited partnership that operates substantially all of our Midstream segment assets. 
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Income Taxes: Judgments are required in the determination and recognition of income tax assets and liabilities in the 
financial statements. These judgments include the requirement to only recognize the financial statement effect of a tax 
position when management believes that it is more likely than not, that based on the technical merits, the position will be 
sustained upon examination. 


We have net operating loss carryforwards or credit carryforwards in multiple jurisdictions and have recorded deferred tax 
assets for those losses and credits. Additionally, we have deferred tax assets due to temporary differences between the book 
basis and tax basis of certain assets and liabilities. Regular assessments are made as to the likelihood of those deferred tax 
assets being realized. If, when tested under the relevant accounting standards, it is more likely than not that some or all of the 
deferred tax assets will not be realized, a valuation allowance is recorded to reduce the deferred tax assets to the amount that 
is expected to be realized. 


The accounting standards require the evaluation of all available positive and negative evidence giving weight based on the 
evidence’s relative objectivity. In evaluating potential sources of positive evidence, we consider the reversal of taxable 
temporary differences, taxable income in carryback and carryforward periods, the availability of tax planning strategies, the 
existence of appreciated assets, estimates of future taxable income, and other factors. Estimates of future taxable income are 
based on assumptions of oil and gas reserves, selling prices, and other subjective operating assumptions that are consistent 
with internal business forecasts. In evaluating potential sources of negative evidence, we consider a cumulative loss in recent 
years, any history of operating losses or tax credit carryforwards expiring unused, losses expected in early future years, 
unsettled circumstances that, if unfavorably resolved, would adversely affect future operations and profit levels on a 
continuing basis in future years, and carryback or carryforward periods that are so brief that it would limit realization of tax 
benefits if a significant deductible temporary difference is expected to reverse in a single year. Due to a sustained low 
commodity price environment, we remained in a three-year cumulative consolidated loss position as of December 31, 2017. 
A three-year cumulative consolidated loss constitutes objective negative evidence to which the accounting standards require 
we assign significant weight relative to subjective evidence such as our estimates of future taxable income. We are generally 
not recognizing deferred tax benefit or expense in certain countries, primarily the U.S., Denmark (hydrocarbon tax only), 
Malaysia, and Guyana, while we maintain valuation allowances against net deferred tax assets in these jurisdictions. 


As of December 31, 2017, the Consolidated Balance Sheet reflects a $5,199 million valuation allowance against the net 
deferred tax assets for multiple jurisdictions based on the evaluation of the accounting standards described above. The 
amount of the deferred tax asset considered realizable, however, could be adjusted if estimates of future taxable income 
change or if objective negative evidence in the form of cumulative losses is no longer present and additional weight is given 
to subjective evidence such as expected future growth. 


Asset Retirement Obligations: We have material legal obligations to remove and dismantle long-lived assets and to 
restore land or seabed at certain E&P locations. In accordance with generally accepted accounting principles, we recognize a 
liability for the fair value of required asset retirement obligations. In addition, the fair value of any legally required 
conditional asset retirement obligation is recorded if the liability can be reasonably estimated. We capitalize such costs as a 
component of the carrying amount of the underlying assets in the period in which the liability is incurred. In subsequent 
periods, the liability is accreted, and the asset is depreciated over the useful life of the related asset. We estimate the fair 
value of these obligations by discounting projected future payments that will be required to satisfy the obligations. In 
determining these estimates, we are required to make several assumptions and judgments related to the scope of 
dismantlement, timing of settlement, interpretation of legal requirements, inflationary factors and discount rate. In addition, 
there are other external factors, which could significantly affect the ultimate settlement costs for these obligations including 
changes in environmental regulations and other statutory requirements, fluctuations in industry costs and foreign currency 
exchange rates and advances in technology. As a result, our estimates of asset retirement obligations are subject to revision 
due to the factors described above. Changes in estimates prior to settlement result in adjustments to both the liability and 
related asset values. 


Retirement Plans: We have funded non-contributory defined benefit pension plans, an unfunded supplemental pension 
plan and an unfunded postretirement medical plan. We recognize the net change in the funded status of the projected benefit 
obligation for these plans in the Consolidated Balance Sheet. 


The determination of the obligations and expenses related to these plans are based on several actuarial assumptions, the 
most significant of which relate to the discount rate for measuring the present value of future plan obligations; expected 
long-term rates of return on plan assets; the rate of future increases in compensation levels, and participant mortality 
assumptions. These assumptions represent estimates made by us, some of which can be affected by external factors. For 
example, the discount rate used to estimate our projected benefit obligation is based on a portfolio of high-quality, fixed 
income debt instruments with maturities that approximate the expected payment of plan obligations. The expected return on 
plan assets is developed from the expected future returns for each asset category, weighted by the target allocation of pension 
assets to that asset category. The future expected return assumptions for individual asset categories are largely based on 
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inputs from various investment experts regarding their future return expectations for particular asset categories. Changes in 
these assumptions can have a material impact on the amounts reported in our financial statements. 


Derivatives: We utilize derivative instruments, including futures, forwards, options and swaps, individually or in 
combination to mitigate our exposure to fluctuations in the prices of crude oil and natural gas, as well as changes in interest 
and foreign currency exchange rates. All derivative instruments are recorded at fair value in our Consolidated Balance Sheet. 
Our policy for recognizing the changes in fair value of derivatives varies based on the designation of the derivative. The 
changes in fair value of derivatives that are not designated as hedges are recognized currently in earnings. Derivatives may 
be designated as hedges of expected future cash flows or forecasted transactions (cash flow hedges) or hedges of firm 
commitments (fair value hedges). The effective portion of changes in fair value of derivatives that are designated as cash 
flow hedges is recorded as a component of other comprehensive income (loss). Amounts included in Accumulated other 
comprehensive income (loss) for cash flow hedges are reclassified into earnings in the same period that the hedged item is 
recognized in earnings. The ineffective portion of changes in fair value of derivatives designated as cash flow hedges is 
recorded currently in earnings. Changes in fair value of derivatives designated as fair value hedges are recognized currently 
in earnings. The change in fair value of the related hedged commitment is recorded as an adjustment to its carrying amount 
and recognized currently in earnings. 


Fair Value Measurements: We use various valuation approaches in determining fair value for financial instruments, 
including the market and income approaches. Our fair value measurements also include non-performance risk and time value 
of money considerations. Counterparty credit is considered for receivable balances, and our credit is considered for accrued 
liabilities. 

We also record certain nonfinancial assets and liabilities at fair value when required by generally accepted accounting 
principles. These fair value measurements are recorded in connection with business combinations, qualifying non-monetary 
exchanges, the initial recognition of asset retirement obligations and any impairment of long-lived assets, equity method 
investments or goodwill. 


We determine fair value in accordance with the fair value measurements accounting standard which established a 
hierarchy for the inputs used to measure fair value based on the source of the inputs, which generally range from quoted 
prices for identical instruments in a principal trading market (Level 1) to estimates determined using related market data 
(Level 3), including discounted cash flows and other unobservable data. Measurements derived indirectly from observable 
inputs or from quoted prices from markets that are less liquid are considered Level 2. When Level | inputs are available 
within a particular market, those inputs are selected for determination of fair value over Level 2 or 3 inputs in the same 
market. Multiple inputs may be used to measure fair value; however, the level of fair value for each physical derivative and 
financial asset or liability is based on the lowest significant input level within this fair value hierarchy. 


Environment, Health and Safety 


Our long-term vision and values provide a foundation for how we do business and define our commitment to meeting high 
standards of corporate citizenship and creating a long lasting positive impact on the communities where we do business. Our 
strategy is reflected in our environment, health, safety and social responsibility (EHS & SR) policies and by a management 
system framework that helps protect our workforce, customers and local communities. Our management systems are 
intended to promote internal consistency, adherence to policy objectives and continual improvement in EHS & SR 
performance. Improved performance may, in the short-term, increase our operating costs and could also require increased 
capital expenditures to reduce potential risks to assets, reputation and license to operate. In addition to enhanced EHS & SR 
performance, improved productivity and operational efficiencies may be realized from investments in EHS & SR. We have 
programs in place to evaluate regulatory compliance, audit facilities, train employees, prevent and manage risks and 
emergencies and to generally meet corporate EHS & SR goals and objectives. 


We recognize that climate change is a global environmental concern. We assess, monitor and take measures to reduce our 
carbon footprint at existing and planned operations. We are committed to complying with all Greenhouse Gas (GHG) 
emissions mandates and the responsible management of GHG emissions at our facilities. 


We will have continuing expenditures for environmental assessment and remediation. Sites where corrective action may 
be necessary include onshore E&P facilities, sites from discontinued operations as to which we retained liability and, 
although not currently significant, “Superfund” sites where we have been named a potentially responsible party. 


We accrue for environmental assessment and remediation expenses when the future costs are probable and reasonably 
estimable. At December 31, 2017, our reserve for estimated remediation liabilities was approximately $80 million. We 
expect that existing reserves for environmental liabilities will adequately cover costs to assess and remediate known sites. 
Our remediation spending was approximately $15 million in 2017 (2016: $10 million; 2015: $13 million). The level of other 
expenditures to comply with federal, state, local and foreign country environmental regulations is difficult to quantify as such 
costs are captured as mostly indistinguishable components of our capital expenditures and operating expenses. 
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk 


As discussed in Note 23, Financial Risk Management Activities, in the Notes to Consolidated Financial Statements, in the 
normal course of our business, we are exposed to commodity risks related to changes in the prices of crude oil, natural gas 
liquids, and natural gas as well as changes in interest rates and foreign currency values. In the disclosures that follow, 
financial risk management activities refer to the mitigation of these risks through hedging activities. 


Controls: We maintain a control environment under the direction of our Chief Risk Officer. Controls over instruments 
used in financial risk management activities include volumetric and term limits. Our Treasury department is responsible for 
administering and monitoring foreign exchange rate and interest rate hedging programs using similar controls and processes, 
where applicable. Hedging strategies are reviewed annually by the Audit Committee of the Board of Directors. 


Instruments: We primarily use forward commodity contracts, foreign exchange forward contracts, futures, swaps, and 
options to affect risk management activities. These contracts are generally widely traded instruments with standardized 
terms. The following describes these instruments and how we use them: 


e Swaps: We use financially settled swap contracts with third-parties as part of our financial risk management 
activities. Cash flows from swap contracts are determined based on underlying commodity prices or interest 
rates and are typically settled over the life of the contract. 


e Forward Foreign Exchange Contracts: We enter into forward contracts, primarily for the British Pound, 
which commit us to buy or sell a fixed amount of British Pound at a predetermined exchange rate on a future 
date. In 2017, we also settled forward contracts for Danish Krone. 


e Exchange Traded Contracts: We may use exchange traded contracts, including futures, on a number of 
different underlying energy commodities. These contracts are settled daily with the relevant exchange and 
may be subject to exchange position limits. 


© Options: Options on various underlying energy commodities include exchange traded and third-party contracts 
and have various exercise periods. As a seller of options, we receive a premium at the outset and bear the risk 
of unfavorable changes in the price of the commodity underlying the option. As a purchaser of options, we pay 
a premium at the outset and have the right to participate in the favorable price movements in the underlying 
commodities. 


Financial Risk Management Activities 


We have outstanding foreign exchange contracts with a total notional amount of $52 million at December 31, 2017 that are 
used to reduce our exposure to fluctuating foreign exchange rates for various currencies. The change in fair value of foreign 
exchange contracts from a 10% strengthening of the U.S. Dollar exchange rate is estimated to be a loss of approximately $5 
million at December 31, 2017. 


At December 31, 2017, our outstanding long-term debt of $6,977 million, including current maturities, had a fair value of 
$7,718 million. A 15% increase or decrease in the rate of interest would decrease or increase the fair value of debt by 
approximately $500 million or $560 million, respectively. 


At December 31, 2017, we have outstanding West Texas Intermediate (WTI) crude oil collar contracts with a notional 
amount of 115,000 bopd for calendar 2018 with an average monthly floor price of $50 per barrel and an average monthly 
ceiling price of $65 per barrel. As of December 31, 2017, an assumed 10% increase in the forward WTI crude oil prices used 
in determining the fair value of our crude oil collars would reduce the fair value of these derivatives instruments by 
approximately $120 million, while an assumed 10% decrease in the same WTI crude oil prices would increase the fair value 
of these derivative instruments by approximately $70 million. See Note 23, Financial Risk Management Activities, in the 
Notes to Consolidated Financial Statements. 


In 2017, we recorded a pre-tax charge of $22 million ($22 million after income taxes) related to certain crude oil collars 
not designated as cash flow hedges. The de-designation was as a result of expected production downtime caused by a fire at 
the third-party operated Enchilada platform in the Gulf of Mexico. 
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Item 8. Financial Statements and Supplementary Data 
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Management’s Report on Internal Control over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such 
term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the participation of our management, 
including our principal executive officer and principal financial officer, we conducted an evaluation of the effectiveness of 
our internal control over financial reporting, as required by Section 404 of the Sarbanes-Oxley Act, based on the framework 
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (2013 framework). Based on our evaluation, management concluded that our internal control over financial 
reporting was effective as of December 31, 2017. 


The Corporation’s independent registered public accounting firm, Ernst & Young LLP, has audited the effectiveness of the 
Corporation’s internal control over financial reporting as of December 31, 2017, as stated in their report, which is included 
herein. 


By By B Bs 


ohn P. Rielly John ess 
Senior Vice President and Chief Executive Officer 


Chief Financial Officer 


February 21, 2018 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


Opinion on Internal Control over Financial Reporting 


We have audited Hess Corporation and consolidated subsidiaries’ (the “Corporation” internal control over financial 
reporting as of December 31, 2017, based on criteria established in Internal Control—Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) (the COSO criteria). In our 
opinion, Hess Corporation and consolidated subsidiaries maintained, in all material respects, effective internal control over 
financial reporting as of December 31, 2017, based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the consolidated balance sheets of the Corporation as of December 31, 2017 and 2016, the related 
statements of consolidated income, comprehensive income, cash flows and equity for each of the three years in the period 
ended December 31, 2017, and the related notes and financial statement schedule listed in the Index at Item 8 and our report 
dated February 21, 2018 expressed an unqualified opinion thereon. 


Basis for Opinion 


The Corporation’s management is responsible for maintaining effective internal control over financial reporting and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying Management’s 
Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Corporation’s 
internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and 
are required to be independent with respect to the Corporation in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was 
maintained in all material respects. 


Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, 
and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a 
reasonable basis for our opinion. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures 
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


Elnsfd frog LL? 


New York, New York 
February 21, 2018 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


Opinion on the Financial Statements 


We have audited the accompanying consolidated balance sheets of Hess Corporation and consolidated subsidiaries (the 
“Corporation”) as of December 31, 2017 and 2016, the related statements of consolidated income, comprehensive income, 
cash flows and equity for each of the three years in the period ended December 31, 2017, and the related notes and financial 
statement schedule listed in the Index at Item 8 (collectively referred to as the “financial statements”). In our opinion, the 
financial statements present fairly, in all material respects, the consolidated financial position of the Corporation at December 
31, 2017 and 2016, and the consolidated results of its operations and its cash flows for each of the three years in the period 
ended December 31, 2017, in conformity with U.S. generally accepted accounting principles. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the Corporation’s internal control over financial reporting as of December 31, 2017, based on criteria 
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (2013 framework), and our report dated February 21, 2018 expressed an unqualified opinion thereon. 


Basis for Opinion 


These financial statements are the responsibility of the Corporation’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. We are a public accounting firm registered with the PCAOB and 
are required to be independent with respect to the Corporation in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, 
whether due to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the 
financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures 
included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits 
also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating 
the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion. 


Livst ¢ Fours 20 
We have served as the Corporation’s auditor since 1971 


New York, New York 
February 21, 2018 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 


December 31, 
2017 2016 
(In millions, 
except share amounts) 


Assets 
Current Assets: 


Cash and icashequivalents. iss ct<cocssis slebsabs caacvactedecaacesesveansadectacsans sesveavea ss dheosaks ceacsial vaateadsseevendivatenbeezie $ 4,847 §$ 2,732 
Accounts receivable 
957 940 
67 86 
232 323 
54 195 
WP Obtal CUirett ASSCUS:.6)5, -atessae- fant cafestecc tae cest soci oaxt cute soeec ths cotouts said outs Dine one conteuvevinsanlents cement 6,157 4,276 
Property, plant and equipment: 
"Total at COSt. iss. vesesicesacsceccastasdiatsdessieecuacsacoxdevseds cdacssassds sdaseddeudessideseanaddesdansadh cvacsbesteoldsnashevdecsareudeses 32,504 46,907 
Less: Reserves for depreciation, depletion, amortization and lease impairment............eceeeeeeeeeeee 16,312 23,312 
Property, plant and equipment — net 00... ee eeeeecsceecseeeeeeeeseseceeeseceeeseceesecseesecaeeaeeecsaseenevaeeatees 16,192 23,595 
Good Will wasis cass cere dedete Acaaidensiaantinai en wialaais onan oar aiaana iene auacnnt ss 360 375 
Deferred INCOME LAKES 35. cieestee eaziel A etoxnedsececGacatdesuaied aviaesdis des etesaons Cates ace edeeaeena tee Hees ae eee eee ale 21 59 
OSE ASS CUS Se daca cee hica Pests cinewesearcnceeneeschateagteet css nateuniasesaWennatnsatr teas atavensxeveseencnsusleetesanesateathcewerneuncstucaet 382 316 
lB 1: Ne PO DP $ 23,112 §$ 28,621 
Liabilities 
Current Liabilities: 
ACCOUNTS payable ics .sisscsdesssteciss ieasssctacstandsaeai crises naaniecatsaplenaan aeeat aa Huatst lesen dunia auncanoineaa $ 435 $ 433 
ACCHUGG ADIOS ja; .s2csceseeness casesdcaecaxntes vest eanadceayaenssavssusdes cantseds aan daatelcdviausiessaettodseouieviseds dausatscaeeauste teas 1,337 1,609 
Taxes payable: .viisicasiadivesindiienniees 83 97 
Current maturities of long-term debt.... 580 112 
Total current liabilities............. 2,435 2,251 
MOT etn AS sacs Se acters sce cu ce cae seen nae cate nacs au cae aaah e cea escent nds totacmageas<omeeniaseseem vac sceutnardets 6,397 6,694 
Deferred 1COMES TAKES es fs sass socssazsazcsdessssaigsddasaasesedey es Soasetelsckceassnes Sea eencasedaagesasasiveancaiadsenesdeasesivesdssauIeeiess 429 1,144 
Asset-retiremient Ob Gat OM i: co.3- sade satets Gaudeoes odousivedendvosenseds eu fuvise tess dual oast eu stasis deadessvaloveays deevustsnansent aed 753 1,912 
Other liabilitiés:and deferred Credits: s:.csses.sssssissivsescasssesaaeavavucosegssnesiedeancis eaeenessee sua vausiveaeny essen sosseddedaceeess 744 1,029 
Total Liabilities s.0 ists sssacaien eeasGeshetinaen asaianaratdiiacaainnnanaeals 10,758 13,030 
Equity 
Hess Corporation stockholders’ equity: 
Preferred stock, par value $1.00; Authorized — 20,000,000 shares 
Series A 8% Cumulative Mandatory Convertible; $1,000 per share liquidation preference; 
Issued — 575,000 shares (2016: 575,000) ...cccccccceccceseeseceeesceeseeseesecseeeseeeeeeeeesececnaeeseeeeenseeecneees 1 1 
Common stock, par value $1.00; Authorized — 600,000,000 shares 
Issued — 315,053,615 shares (2016: 316,523,200) ..ccccccccccsccseeeresseeeecseseeenseseieeseeieeeeseneneenees 315 317 
Capital in @xcess-Of par Valte’s ix. ccssias ssscsacs cicesscseesceasssdesdacsadecsessheesdescentdasndastadscvacebcesteesscabeeneadacsdessdes 5,824 5,773 
RG taITed CAT ic. coc sockcexsessssteceaes yoncaccath andasesuvsideceqney/es cause cosa notess eodeavatiag cue suac case nea sysenveneeeielaanstareees 5,597 10,147 
Accumulated other comprehensive income (lOSS)..........:ccescessessesseeeeceeceseccecseeeeceaecsaecsecseeeeseaeeaeeneees (686) (1,704) 
Total Hess Corporation stockholders’ CQuity .........ccccesseceseeseseeeceseeeceeseceeeeeceeeeceaeeecsavsesaseeeeeverens 11,051 14,534 
Noncontrolling interests..........cceccseescesseseessesseesecseceeeseeeseeseceaecseeeecesessecsaecaeeeaeeaecaecaeeaeeeeeecaeeeeeeaeeaeeaeees 1,303 1,057 
WO teal SQUIRE Y coh sa cehs cen crrecstoe eas teecaecetcsteswcateteesnan canes trccsnensteecpestnastatcesies coetnes denne esnaseesuetsadtenstences 12,354 15,591 
Total Liabilities and Equity 2.0.0.0... ccc ccccccecceeecsceeseeseceseesceceeesecsaecaaeeseescseeeeaeeeeeeeeaees $ 23,112 § 28,621 


The consolidated financial statements reflect the successful efforts method of accounting for oil and gas exploration and 
production activities. 


See accompanying Notes to Consolidated Financial Statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF CONSOLIDATED INCOME 


Years Ended December 31, 


2017 


2016 


2015 


(In millions, except per share amounts) 


Revenues and Non-Operating Income 


Sales and other operating revenues ........cceceeesceceseseeecseseeeescseecesesecseneeceeneeaeseeecseeaeecseeeeats $ 5,466 § 4,762 $ 6,636 
Gains (losses) ion ‘asset sales; nets 2. cc ccc.ceelsiescessshe.cdacssctbesadacsaesceecciasseassadectessiassdavacdsbaccdaees (86) 23 51 
COST MCU catascos dh octaeetss tereatccreresnescanessar ces en ctasnacesneatenosvas faneeuees ste sweeten Cau ees 25 59 (126) 
Total revenues and non-operating INCOME ..........ceceesseeeceseeeeceeceeeeceseeaecseeseeeseaeeneenes 5,405 4,844 6,561 
Costs and Expenses 
Marketing, including purchased oil and as..........ccccceecceseceeeseeseeeeceseceecaeeaeeeeeesesnseeaeeaeees 1,267 1,063 1,294 
Operating costs and expenses ....... 1,445 1,880 2,029 
Production and severance taxes 119 101 146 
Exploration expenses, including dry holes and lease impairment.............:c:ecceeeeeeeeeeereees 507 1,442 881 
General and administrative expenses 'sijcv.civcevs.scserescevs esletonsetsveseroaseseudohvessenasiut dustes eeuneades 434 415 557 
TNtEreSt EXPENSE ssc ssssisccscessedssgeatvcavcisnsdsssescesssccdes sbuesses sea seresesdeseesaeessves iadssonepetiasancasi assess ns 325 338 341 
Loss:on debt extinguishment... 4 sscsiscnsescesstveustacs detseteuesenoivavedeseioas deasenstavwesedeonndvansace dextentes — 148 — 
Depreciation, depletion and amortization ..........cccccsesseesceseceseeseeeecesecneceeecseeeeceaeenteeaeeeees 2,883 3,244 3,955 
Tithpairme nti. ecscte cascvses cdesstdsvesccsssads caacoasn cievenes sensei, sdutsacsaas ciabenes seacsbas ciseveds caacebeasiaeatesiaeae’ 4,203 67 1,616 
Total costs and: Expenses i. siccsecssaacess secedeusaus elt wasteeisass caaddsssviaustien niaecteaeiseteod aemeoteaee 11,183 8,698 10,819 
Income (Loss) from Continuing Operations Before Income Taxes .................::eceeeeeee (5,778) (3,854) (4,258) 
Provision (benefit) for INCOME tAXES 00... eecesecsecsseeseeeecesecesessecseesecesecaseaaecseeeeeeaecnsecaeeneees (1,837) 2,222 (1,299) 
Income (Loss) from Continuing Operations ..............0. ccc csceceseeeeceeeeceseceeceeneesseecsaeenneeesees (3,941) (6,076) (2,959) 
Income (Loss) from Discontinued Operations, Net of Income Taxes ..........0..00.c —_— — (48) 
Net Income (LOSS) ............cccccsccssesscesecescssecssecstesscusecseseatesecssecsseeatestesscsaecsesaceaecssecsteeetenseaeeas (3,941) (6,076) (3,007) 
Less: Net income (loss) attributable to noncontrolling interests ............ecceceeseeeeeeeeeeeeeee 133 56 49 
Net Income (Loss) Attributable to Hess Corporation ..................ccccccccecccceseesceeeecneeteeeeeeees (4,074) (6,132) (3,056) 
Less: Preferred Stock: dividends. siis:ices.sedstuessayssdecvessiseutesveashaevsasenaovansi ena heave 46 41 — 
Net Income (Loss) Attributable to Hess Corporation Common Stockholders................. $ (4,120) $ (6,173) §$ (3,056) 
Net Income (Loss) Attributable to Hess Corporation Per Common Share 
Basic: 
COntiNnUING OPEFatiONS sas. sevsiseceassdetiversecdes Heathaszctasnan tea bases dared beat ovanevara baadleelaveeveny $ (43.12) $ (19.92) $ (10.61) 
Discontinued Operations). .sjcsavscsepe sivierisiinncien citesan yacaainpeiaiisiainacers —_— —_— (0.17) 
Net Income (Loss) Per Common Share ................ccccccecccsseesceseceseesecseeeeeesecaecaeeeeeeaeenaeeneees $ (13.12) §$ (19.92) $ (10.78) 
Diluted: 
Continuing OperatiOns: syivoysi}s:casetacs cease vladiidien des cet antiwar iael sidan di pateee ails aaideasetenes $ (13.12) $ (19.92) $ (10.61) 
Discontinued: Operations .. s.ycnsc:sesiseseeitsesvsae ce stvoasasedouss see seeteuss deaunoynavesvens Seveesesas Sevssnan tenses — — (0.17) 
Net Income (Loss) Per Common Share ...............ccccccecccseesceseceseesecseeeecesecaecaeeeeeeeenaeeneees $ (13.12) $ (19.92) $ (10.78) 
Weighted Average Number of Common Shares Outstanding (Diluted) ..................00.. 314.1 309.9 283.6 
Common Stock Dividends Per Share $ 1.00 $ 100 § 1.00 


See accompanying Notes to Consolidated Financial Statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 


Years Ended December 31, 


2017 2016 2015 
(In millions) 
Net Income (LOSS) eis5sssise.545 ssssiveisiesatisi chsesst ada daes aaens Gal assservanions esaseen Gadi eae $ (3,941) $ (6,076) §$ (3,007) 
Other Comprehensive Income (Loss): 
Derivatives designated as cash flow hedges 
Effect of hedge (gains) losses reclassified to INCOME............ seers is 18 = (118) 
Income taxes on effect of hedge (gains) losses reclassified to income —_ — 44 
Net effect of hedge (gains) losses reclassified to iNCOME............cceeeeeeeereeeees 18 — (74) 
Change in fair value of cash flow hedges .........ececesseesesceeeeseeeeeseeeceseeesesseseeees (156) = 121 
Income taxes on change in fair value of cash flow hedges «0.0... ceesseeeseeeereeee _— _ (45) 
Net change in fair value of cash flow hedges............cceccceseesseseceeceeeeeseeseeeeeeees (156) — 76 
Change in derivatives designated as cash flow hedges, after taxes ....................0. (138) — 2 
Pension and other postretirement plans 
(Increase) reduction in unrecognized actuarial lOSSES ...........cceeseeseeeeceteeteeneeeeeeeees 35 (155) 17 
Income taxes on actuarial changes in plan liabilities ........ eee eee eeeeeeeseeeeeeeeee —_ 20 4 
(Increase) reduction in unrecognized actuarial losses, net ........ cc eeeeeeeeeeeeeee 35 (135) 21 
Amortization of net actuarial LOSSeS .........c:ceccescceseeseeeeceeeceeeeseeeeeceaeeseeseeeeeaeeneenes aL 60 92 
Income taxes on amortization of net actuarial losses... _— (21) (31) 
Net effect of amortization of net actuarial losses........... digs 77 39 61 
Recognition of accumulated actuarial losses - HOVENSA..... or —_— _ 15 
Income taxes on recognition of accumulated actuarial losses - HOVENSA........ —_— — (9) 
Recognition of accumulated actuarial losses, net of taxes - HOVENSA......... —_— — 6 
Change in pension and other postretirement plans, after taxes... 112 (96) 88 
Foreign currency translation adjustment 
Foreign currency translation adjustMent ..0.........ccccecceecceseescesceeeeeeeceaecaeceeeeeeseenaes 144 56 (344) 
ASSet GispOSitiOM ..........cceeccesceseescessceseesecseeeeeesecssecsseeseeseceaecaeeeeeesessecsaeenseeseereeaeenes 900 — — 
Change in foreign currency translation adjustment .........0........c:cccecceeseeseeeeeteeees 1,044 56 (344) 
Other Comprehensive Income (LoOSS)...............0c:cscescesesseseeseeseeeceeeseeseeseeeteeeeceeeeseeeees 1,018 (40) (254) 
Comprehensive Income (LOSS) .i..33scccsscsassesceaceeccessedsencencasiacesdostactescepessadsagensea ebisassazeasapenas (2,923) (6,116) (3,261) 
Less: Comprehensive income (loss) attributable to noncontrolling interests «00... 133 56 49 
Comprehensive Income (Loss) Attributable to Hess Corporation. ..................:0:cceee $ (3,056) $ (6,172) §$ (3,310) 


See accompanying Notes to Consolidated Financial Statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED CASH FLOWS 


Year Ended December 31, 
2017 2016 2015 
(In millions) 


Cash Flows From Operating Activities 


INGE INCOME (10S) discs .sccscencetiesdaarverscvvatindes dveaieiteansemeetias eeninesieu an tinesuamiresonnteas $ (3,941) §$ (6,076) §$ (3,007) 
Adjustments to reconcile to net cash provided by (used in) operating activities 
(Gains). Josses On ASSet Sales; Net i...%).fsicads dvsadiacss clvectds daseseds steer due cas naa teaesdensaanieeeedexieees 86 (23) (51) 
Depreciation, depletion and amortization ...........cccceecceseesecsseeseeeeceseceeeeeeeeeeceseenseeseeeeeeas 2,883 3,244 3,955 


Timp air Git. is scccacdassscscsesstes cassie coasdessadscualeves scevsedoscanevdscdavsutesesccessvdaseaseuasscasveaseuacevesteeeeses 4,203 67 1,616 
ILOSS fOMMSGUILY Abate Sch cocks diseases ketenes yers cdc luae<cocecnevacecaustarcatddeubadecatecsieeseavsaetetecaces — = 25 
Exploratory dry Hole Costs ii. cescsicecdacteceisecdsetaesveddesat sdautideceicanes clactisaaes dav toeseadgsienstiseieves 268 1,064 410 
Exploration lease and other impairment.............cccceesceecceseesceeseeeececeeaeeeeeeeeeeeeaeeneeesenseeaees 44 145 182 
Stock: compensation sex pense wiscsta dea ee esesbeesenaarciaiasinnsis aleennanmnaiaeaiee 86 73 97 
Non-cash (gains) losses on commodity derivatives, Net... ccceeseeseeeceeeeeeeeeceeeeeeeeeeee 97 _ 48 
Provision (benefit) for deferred income taxes and other tax accruals .......... ee eeeeeteeeenees (2,001) 2,200 (1,319) 
Lossioni debt extinguishment siz: gcotaiss sant sieves stoweo’s sasdcostesateibuens saaesbed daoteateegnetvioese anenodsane — 148 — 
(Income) loss from discontinued operations, net of INCOME taXES ......... eee eeeeeeneeeeeeeeee — = 48 
Changes in operating assets and liabilities 
(Increase) decrease in accounts receivable... cceeeceeeseeseeeeeeeeceseeeeaeeeceeeereneeaeeatees (340) 96 793 
(Increase) decrease in In Ventories si. cecseses sdavestecenveansstecanseaas destaveans ddsebas sedesisesascuacsize (64) 77 29 
Increase (decrease) in accounts payable and accrued liabilities... eee eeeeeeseeeeee (44) (87) (424) 
Increase (decrease) in taxes: payable :..ys:scsissycsescipesaveteupessonssnciee tea sncaseatanceuavoenasaes (34) 9 (222) 
Changes in other operating assets and liabilities... eee eeceeeecneeeeceeeecneeeeeeeeeees (298) (142) (164) 
Net cash provided by (used in) operating activities - continuing operations........ 945 795 2,016 
Net cash provided by (used in) operating activities - discontinued operations .... — = (35) 
Net cash provided by (used in) operating activities 0.0.0... cece teeeeeeeees 945 795 1,981 


Cash Flows From Investing Activities 


Additions to property, plant and equipment - E&P.............. (1,788) (1,974) (3,952) 
Additions to property, plant and equipment — Midstream (149) (277) (369) 
Proceeds from asset Sales si.cicseacsievs eoseavsias cdstvadscescdacvves saavsies stantads Caaceass.<tessadeies cantina ceancseas ciate 3,296 140 50 
OEE: TOT cast cute vedteaiesis epveaels Sac bd adaiabye devievitee pul eves cducaaes da sdness eaantaae canveuaduedasdestaxt arses canivente ke (1) 21 (44) 
Net cash provided by (used in) investing activities - continuing operations........ 1,358 (2,090) (4,315) 
Net cash provided by (used in) investing activities - discontinued operations..... — = 109 
Net cash provided by (used in) investing activities... ceeeeeteeseeseeeeceteeneeees 1,358 (2,090) (4,206) 
Cash Flows From Financing Activities 
Net borrowings (repayments) of debt with maturities of 90 days or less... eeeeeeeeeereeees (153) 43 110 
Debt with maturities of greater than 90 days 
Borrowings 800 1,496 600 
Repayments (459) (1,455) (67) 
Proceeds from issuance of Hess Midstream Partnership LP umits............ccececseeeeeeeeeeneeeeeeee 366 — — 
Proceeds from issuance of preferred StOCK..........cceceecceseeesesseeeeceeceseesceeseesecaecaecseeeseseeeaeenseess — 557 — 
Proceeds from issuance Of COMMON StOCK ..........cccccceescecesssceessececeececesscecessececsseeecseseecesseeeenaee — 1,087 — 
Common stock acquired and retired. c.sisvsevecsushecseeaxsssiaes sestessesenei das sxesesisnds deasesinsavsage cessuyicnse (110) — (142) 
Cash dividends Paid vers cctis: ecayetsteie pdtseveryecttaseteny iis heawic tae Miao eek jeneeepatee (363) (350) (287) 
Noncontrolling interests; Webs isso: siceis ssadeousats casdeosnatouneocoss otevniui sass oueiul sasesat vousiadeace vo aanoeeceneayes (243) (23) 2,296 
OST TIGL 2 Passa ted cesta nescacos sag Cotta vsacauseuesa tesaeta nek soca whic ete anc oesn bes nea ua aaiouint nantes nen tata aaa ees (26) (44) (13) 
Net cash provided by (used in) financing activities - continuing operations........ (188) 1,311 2,497 
Net cash provided by (used in) financing activities - discontinued operations .... — — -— 
Net cash provided by (used in) financing activities ....... cc eeeeceseeseeseeeeceeeenseees (188) 1,311 2,497 
Net Increase (Decrease) in Cash and Cash Equivalents ..................cccescceseeeseeceteceteeeeneeeneees 2,115 16 272 
Cash and Cash Equivalents at Beginning of Year... cece ce eeeceecreeeeeeeenaeenes 2,732 2,716 2,444 
Cash and Cash Equivalents at End of Year ...............ccccccecccccesesseseeeceeeseeseeseeecseeecseeseeseeseeees $ 4,847 $ 2,732 §$ 2,716 


See accompanying Notes to Consolidated Financial Statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED EQUITY 


Capital 
Mandatory in Accumulated 
Convertible Excess Other Total Hess 
Preferred Common of Par Retained Comprehensive Stockholders' Noncontrolling Total 
Stock Stock Value Earnings Income (Loss) Equity Interests Equity 
(In millions) 

Balance at December 31, 2014............... $ — $ 286 $ 3,277 $20,052 $ (1,410) $ 22,205 $ 115 $22,320 
Net income (lOSS) .......:c:ceeseeseeseeseeeeeees (3,056) — (3,056) 49 (3,007) 
Other comprehensive income (loss) ...... (254) (254) — (254) 
Share-based compensation, including 
INCOME TAXES: yccxse52s devdevts elessvecuh casececesss — 1 105 — — 106 — 106 
Dividends on common stock .......... (287) — (287) — (287) 
Common stock acquired and retired...... — (1) (18) (72) — (91) — (91) 
Formation of Midstream joint venture... — — 763 — — 763 1,298 2,061 
Noncontrolling interests, net ............0. _— — (447) (447) 

Balance at December 31, 2015............... $ — $ 286 $4,127 $16,637 $ (1,664) $ 19,386 $ 1,015 $20,401 
Net income (lOSS) .......:csceeseeseeseereeeeeees (6,132) — (6,132) 56 = (6,076) 
Other comprehensive income (loss) ...... (40) (40) — (40) 
Stock issuance ........ccccceseesseceeeeeseeeseeene 1 29 1,577 — — 1,607 — 1,607 
Share-based compensation, including ... — 2 69 = = 71 — 71 
Dividends on preferred stock................ (41) — (41) — (41) 
Dividends on common stock ..... (317) — (317) — (317) 
Noncontrolling interests, net ..... — — (14) (14) 

Balance at December 31, 2016 1 $ 317 $5,773 $10,147 $ (1,704) $ 14,534 $ 1,057 $15,591 
Cumulative effect of adoption of new 
accounting standards ..........cceeeeeeeeeee — — 2 (39) —_— (37) — (37) 
Net income (l0SS) .........ceseeceeeeeseeeeeeeees — — — (4,074) —_— (4,074) 133 (3,941) 
Other comprehensive income (loss) = — — — 1,018 1,018 — 1,018 
Share-based compensation, including 
INCOME tAX€S........ccceceeeeeeeeesees — 1 92 — — 93 —_ 93 
Dividends on preferred stock — — — (46) —_— (46) — (46) 
Dividends on common stock .............0 — — — (317) _ (317) — (317) 
Common stock acquired and retired...... — (3) (43) (74) — (120) — (120) 
Hess Midstream Partners LP units 
ISSUANCE :asessesoe. sdevsxdevedecaasvasscinecescuact claetss —_— — —_ — —_— —_ 356 356 
Noncontrolling interests, net .............. — — — —_— — — (243) (243) 

Balance at December 31, 2017............... $ 1 $ 315 $5,824 $ 5,597 $ (686) $ 11,051 $ 1,303 $12,354 


See accompanying Notes to Consolidated Financial Statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Nature of Operations, Basis of Presentation and Summary of Accounting Policies 


I 66 I 66 


Unless the context indicates otherwise, references to “Hess”, “the Corporation”, “Registrant”, “we”, “us” and “our” 
refer to the consolidated business operations of Hess Corporation and its affiliates. 


Nature of Business: Hess Corporation, incorporated in the State of Delaware in 1920, is a global Exploration and 
Production (E&P) company engaged in exploration, development, production, transportation, purchase and sale of crude oil, 
natural gas liquids, and natural gas with production operations located primarily in the United States (U.S.), Denmark, the 
Malaysia/Thailand Joint Development Area (JDA) and Malaysia. The Corporation conducts exploration activities primarily 
offshore Guyana, Suriname, Canada and in the Gulf of Mexico, including at the Stabroek Block, offshore Guyana, where we 
have participated in six significant crude oil discoveries and sanctioned the first phase of a multi-phase development project 
at the Liza Field. 


The Corporation’s Midstream operating segment provides fee-based services, including gathering, compressing and 
processing natural gas and fractionating natural gas liquids (NGLs); gathering, terminaling, loading and transporting crude oil 
and NGLs; and storing and terminaling propane, primarily in the Bakken and Three Forks Shale plays in the Williston Basin 
area of North Dakota. On January 1, 2017, the Corporation’s interests in a Permian Basin gas plant in West Texas and 
related CO, assets, and water handling assets in North Dakota were transferred from the E&P segment to the Midstream 
segment as a result of organizational changes to the management of those assets. These assets were wholly-owned by the 
Corporation and were not included in our HIP joint venture. Prior period information has been recast to conform to the 
current period presentation. See Note 22, Segment Information. In the third quarter of 2017, we completed the sale of our 
assets in the Permian Basin. 


Basis of Presentation and Principles of Consolidation: The consolidated financial statements include the accounts of 
Hess Corporation and entities in which we own more than a 50% voting interest. We also consolidate Hess Infrastructure 
Partners LP (HIP), a variable interest entity, based on our conclusion that we have the power through our 50% ownership to 
direct those activities that most significantly impact the economic performance of HIP, and are obligated to absorb losses or 
have the right to receive benefits that could potentially be significant to HIP. See Note 7, Hess Infrastructure Partners LP. 
Our undivided interests in unincorporated oil and gas E&P ventures are proportionately consolidated. Investments in 
affiliated companies, 20% to 50% owned and where we have the ability to influence the operating or financial decisions of 
the affiliate, are accounted for using the equity method. 


In 2017, we adopted Accounting Standards Update (ASU) 2016-16, Income Taxes — Intra-Entity Transfer of Assets Other 
than Inventory. This ASU requires the recognition of income tax consequences from intra-entity transfer of assets other than 
inventory when the transfer occurs. The adoption of this standard was applied on a modified retrospective basis through a 
cumulative effect adjustment as of January 1, 2017, that resulted in a decrease to Retained earnings and a decrease to 
Deferred income taxes, included in non-current assets, of $37 million. 


In 2017, we adopted ASU 2016-09, Improvements to Employee Share-Based Payment Accounting. This ASU makes 
changes to various provisions associated with share-based accounting, including provisions affecting the accounting for 
income taxes, the accounting for forfeitures, the presentation of the statements of cash flow, and the consideration of net 
settlement provisions on the balance sheet classification of the share-based award. As part of the adoption of this ASU, we 
elected to account for forfeitures of share-based awards in the period when they occur. The effect of this election was applied 
on a modified retrospective basis through a cumulative effect adjustment as of January 1, 2017, that resulted in a decrease to 
Retained earnings and an increase to Capital in excess of par value of $2 million. The cumulative effect adjustment to 
deferred tax assets for excess tax benefits not previously recognized as of the beginning of the period was offset by a 
corresponding change in valuation allowance, resulting in no cumulative effect adjustment to Retained earnings. Further, as 
part of the adoption of this ASU, we have applied its provisions affecting excess tax benefits on a prospective basis in the 
statement of income and the statement of cash flows, effective January 1, 2017. 


Estimates and Assumptions: In preparing financial statements in conformity with U.S. generally accepted accounting 
principles (GAAP), management makes estimates and assumptions that affect the reported amounts of assets and liabilities in 
the Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income. Actual results could 
differ from those estimates. Estimates made by management include oil and gas reserves, asset and other valuations, 
depreciable lives, pension liabilities, legal and environmental obligations, asset retirement obligations and income taxes. 


Revenue Recognition: The E&P segment recognizes revenue from the sale of crude oil, natural gas liquids, and natural 
gas, when title passes to the customer. Differences between E&P natural gas volumes sold and our entitlement share of 
natural gas production are not material. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


In our E&P activities, we engage in crude oil purchase and sale transactions with the same counterparty that are entered 
into in contemplation of one another for the primary purpose of changing location or quality. These arrangements are 
reported net in Sales and other operating revenues in the Statement of Consolidated Income. 


Our Midstream segment recognizes revenue from fee-based services including crude oil and natural gas gathering, 
processing of natural gas and the fractionation of natural gas liquids, terminaling and loading crude oil and natural gas 
liquids, transportation of crude oil by rail car and the storage and terminaling of propane when pervasive evidence of an 
arrangement exists, delivery has occurred or services rendered, price is fixed or determinable, and collectability is reasonably 
assured. 


Exploration and Development Costs: E&P activities are accounted for using the successful efforts method. Costs of 
acquiring unproved and proved oil and gas leasehold acreage, including lease bonuses, brokers’ fees and other related costs 
are capitalized. Annual lease rentals, exploration expenses and exploratory dry hole costs are expensed as incurred. Costs of 
drilling and equipping productive wells, including development dry holes, and related production facilities are capitalized. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of whether proved 
reserves have been found. Exploratory drilling costs remain capitalized after drilling is completed if (1) the well has found a 
sufficient quantity of reserves to justify completion as a producing well and (2) sufficient progress is being made in assessing 
the reserves and the economic and operational viability of the project. If either of those criteria is not met, or if there is 
substantial doubt about the economic or operational viability of a project, the capitalized well costs are charged to expense. 
Indicators of sufficient progress in assessing reserves and the economic and operating viability of a project include 
commitment of project personnel, active negotiations for sales contracts with customers, negotiations with governments, 
operators and contractors, firm plans for additional drilling and other factors. 


Depreciation, Depletion and Amortization: We record depletion expense for acquisition costs of proved properties using 
the units of production method over proved oil and gas reserves. Depreciation and depletion expense for oil and gas 
production facilities and wells is calculated using the units of production method over proved developed oil and gas reserves. 
Provisions for impairment of undeveloped oil and gas leases are based on periodic evaluations and other factors. 
Depreciation of all other plant and equipment is determined on the straight-line method based on estimated useful lives. 


Capitalized Interest: Interest from external borrowings is capitalized on material projects using the weighted average cost 
of outstanding borrowings until the project is substantially complete and ready for its intended use, which for oil and gas 
assets is at first production from the field. Capitalized interest is depreciated over the useful lives of the assets in the same 
manner as the depreciation of the underlying assets. 


Impairment of Long-lived Assets: We review long-lived assets, including oil and gas fields, for impairment whenever 
events or changes in circumstances indicate that the carrying amounts may not be recovered. If the carrying amounts of the 
long-lived assets are not expected to be recovered by estimated undiscounted future net cash flows, the assets are impaired 
and an impairment loss is recorded. The amount of impairment is determined based on the estimated fair value of the assets 
generally determined by discounting anticipated future net cash flows, an income valuation approach, or by a market-based 
valuation approach, which are Level 3 fair value measurements. In the case of oil and gas fields, the present value of future 
net cash flows is based on management’s best estimate of future prices, which is determined with reference to recent 
historical prices and published forward prices, applied to projected production volumes and discounted at a risk-adjusted rate. 
The projected production volumes represent reserves, including probable reserves, expected to be produced based on a 
projected amount of capital expenditures. The production volumes, prices and timing of production are consistent with 
internal projections and other externally reported information. Oil and gas prices used for determining asset impairment will 
generally differ from those used in the standardized measure of discounted future net cash flows, since the standardized 
measure requires the use of historical twelve-month average prices. As a result of the prevailing low crude oil price 
environment, we tested our oil and gas properties for impairment. See Note 3, Impairment. 


Impairment of Goodwill: Goodwill is tested for impairment annually on October 1“ or when events or circumstances 
indicate that the carrying amount of the goodwill may not be recoverable based on a two-step process. In step one of the 
impairment test, the fair value of a reporting unit is compared with its carrying amount, including goodwill. If the fair value 
of the reporting unit exceeds its carrying value, goodwill is not impaired. If the carrying value of the reporting unit exceeds 
its fair value, we perform step two to determine possible impairment by comparing the implied fair value of goodwill with 
the carrying amount. If the implied fair value of goodwill is less than its carrying amount, an impairment loss would be 
recorded. 


Cash and Cash Equivalents: Cash equivalents consist of highly liquid investments, which are readily convertible into 
cash and have maturities of three months or less when acquired. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Inventories: Inventories are valued at the lower of cost or market. Cost is generally determined using average actual 
costs. 


Income Taxes: Deferred income taxes are determined using the liability method. We have net operating loss 
carryforwards or credit carryforwards in multiple jurisdictions and have recorded deferred tax assets for those losses and 
credits. Additionally, we have deferred tax assets due to temporary differences between the book basis and tax basis of 
certain assets and liabilities. Regular assessments are made as to the likelihood of those deferred tax assets being realized. If, 
when tested under the relevant accounting standards, it is more likely than not that some or all of the deferred tax assets will 
not be realized, a valuation allowance is recorded to reduce the deferred tax assets to the amount that is expected to be 
realized. The accounting standards require the evaluation of all available positive and negative evidence giving weight based 
on the evidence’s relative objectivity. In evaluating potential sources of positive evidence, we consider the reversal of 
taxable temporary differences, taxable income in carryback and carryforward periods, the availability of tax planning 
strategies, the existence of appreciated assets, estimates of future taxable income, and other factors. In evaluating potential 
sources of negative evidence, we consider a cumulative loss in recent years, any history of operating losses or tax credit 
carryforwards expiring unused, losses expected in early future years, unsettled circumstances that, if unfavorably resolved, 
would adversely affect future operations and profit levels on a continuing basis in future years, and carryback or carryforward 
periods that are so brief that it would limit realization of tax benefits if a significant deductible temporary difference is 
expected to reverse in a single year. We assign cumulative historical losses significant weight in the evaluation of 
realizability relative to more subjective evidence such as forecasts of future income. In addition, we recognize the financial 
statement effect of a tax position only when management believes that it is more likely than not, that based on the technical 
merits, the position will be sustained upon examination. We are no longer indefinitely reinvested with respect to the book in 
excess of tax basis in the investment in our foreign subsidiaries. Because of U.S. tax reform we expect that the future 
reversal of such temporary differences will occur free of material taxation. We classify interest and penalties associated with 
uncertain tax positions as income tax expense. We account for the U.S. tax effect of global intangible low-taxed income 
earned by foreign subsidiaries in the period that such income is earned. 


Asset Retirement Obligations: We have material legal obligations to remove and dismantle long-lived assets and to 
restore land or the seabed at certain E&P locations. We initially recognize a liability for the fair value of legally required 
asset retirement obligations in the period in which the retirement obligations are incurred, and capitalize the associated asset 
retirement costs as part of the carrying amount of the long-lived assets. In subsequent periods, the liability is accreted, and 
the asset is depreciated over the useful life of the related asset. Fair value is determined by applying a credit adjusted risk- 
free rate to the undiscounted expected future abandonment expenditures, which represent Level 3 inputs in the fair value 
hierarchy defined under Fair Value Measurements below. 


Retirement Plans: We recognize the funded status of defined benefit postretirement plans in the Consolidated Balance 
Sheet. The funded status is measured as the difference between the fair value of plan assets and the projected benefit 
obligation. We recognize the net changes in the funded status of these plans in the year in which such changes occur. 
Actuarial gains and losses in excess of 10% of the greater of the benefit obligation or the market value of assets are amortized 
over the average remaining service period of active employees or the remaining average expected life if a plan’s participants 
are predominantly inactive. 


Derivatives: We utilize derivative instruments for financial risk management activities. In these activities, we may use 
futures, forwards, options and swaps, individually or in combination, to mitigate our exposure to fluctuations in prices of 
crude oil and natural gas, as well as changes in interest and foreign currency exchange rates. 


All derivative instruments are recorded at fair value in our Consolidated Balance Sheet. Our policy for recognizing the 
changes in fair value of derivatives varies based on the designation of the derivative. The changes in fair value of derivatives 
that are not designated as hedges are recognized currently in earnings. Derivatives may be designated as hedges of expected 
future cash flows or forecasted transactions (cash flow hedges) or hedges of firm commitments (fair value hedges). The 
effective portion of changes in fair value of derivatives that are designated as cash flow hedges is recorded as a component of 
other comprehensive income (loss) while the ineffective portion of the changes in fair value is recorded currently in earnings. 
Amounts included in Accumulated other comprehensive income (loss) for cash flow hedges are reclassified into earnings in 
the same period that the hedged item is recognized in earnings. Changes in fair value of derivatives designated as fair value 
hedges are recognized currently in earnings. The change in fair value of the related hedged commitment is recorded as an 
adjustment to its carrying amount and recognized currently in earnings. 


Fair Value Measurements: We use various valuation approaches in determining fair value for financial instruments, 
including the market and income approaches. Our fair value measurements also include non-performance risk and time value 
of money considerations. Counterparty credit is considered for receivable balances, and our credit is considered for accrued 
liabilities. We also record certain nonfinancial assets and liabilities at fair value when required by GAAP. These fair value 
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measurements are recorded in connection with business combinations, qualifying nonmonetary exchanges, the initial 
recognition of asset retirement obligations and any impairment of long-lived assets, equity method investments or goodwill. 
We determine fair value in accordance with the fair value measurements accounting standard which established a hierarchy 
for the inputs used to measure fair value based on the source of the inputs, which generally range from quoted prices for 
identical instruments in a principal trading market (Level 1) to estimates determined using related market data (Level 3), 
including discounted cash flows and other unobservable data. Measurements derived indirectly from observable inputs or 
from quoted prices from markets that are less liquid are considered Level 2. When Level | inputs are available within a 
particular market, those inputs are selected for determination of fair value over Level 2 or 3 inputs in the same market. 
Multiple inputs may be used to measure fair value; however, the level of fair value for each physical derivative and financial 
asset or liability is based on the lowest significant input level within this fair value hierarchy. 


Details on the methods and assumptions used to determine the fair values are as follows: 


Fair value measurements based on Level 1 inputs: Measurements that are most observable are based on quoted 
prices of identical instruments obtained from the principal markets in which they are traded. Closing prices are both 
readily available and representative of fair value. Market transactions occur with sufficient frequency and volume to 
assure liquidity. 


Fair value measurements based on Level 2 inputs: Measurements derived indirectly from observable inputs or from 
quoted prices from markets that are less liquid are considered Level 2. Measurements based on Level 2 inputs include 
over-the-counter derivative instruments that are priced on an exchange traded curve, but have contractual terms that are 
not identical to exchange traded contracts. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are estimated from 
related market data, determined from sources with little or no market activity for comparable contracts or are positions 
with longer durations. Fair values determined using discounted cash flows and other unobservable data are also 
classified as Level 3. 


Netting of Financial Instruments: We generally enter into master netting arrangements to mitigate legal and counterparty 
credit risk. Master netting arrangements are generally accepted overarching master contracts that govern all individual 
transactions with the same counterparty entity as a single legally enforceable agreement. The U.S. Bankruptcy Code 
provides for the enforcement of certain termination and netting rights under certain types of contracts upon the bankruptcy 
filing of a counterparty, commonly known as the “safe harbor” provisions. If a master netting arrangement provides for 
termination and netting upon the counterparty’s bankruptcy, these rights are generally enforceable with respect to “safe 
harbor” transactions. If these arrangements provide the right of offset and our intent and practice is to offset amounts in the 
case of such a termination, our policy is to record the fair value of derivative assets and liabilities on a net basis. In the 
normal course of business, we rely on legal and credit risk mitigation clauses providing for adequate credit assurance as well 
as close-out netting, including two-party netting and single counterparty multilateral netting. As applied to us, “two-party 
netting” is the right to net amounts owing under safe harbor transactions between a single defaulting counterparty entity and a 
single Hess entity, and “single counterparty multilateral netting” is the right to net amounts owing under safe harbor 
transactions among a single defaulting counterparty entity and multiple Hess entities. We are reasonably assured that these 
netting rights would be upheld in a bankruptcy proceeding in the U.S. in which the defaulting counterparty is a debtor under 
the U.S. Bankruptcy Code. 


Share-based Compensation: We account for share-based compensation under the fair value method of accounting. The 
fair value of all share-based compensation is recognized over the service period for the entire award, whether the award was 
granted with ratable or cliff vesting, net of actual forfeitures. We estimate the fair value of employee stock options at the date 
of grant using a Black-Scholes valuation model, performance share units using a Monte Carlo simulation model, and 
restricted stock based on the market value of the underlying shares at the date of grant. 


Foreign Currency Translation: The U.S. Dollar is the functional currency (primary currency in which business is 
conducted) for our foreign operations. Adjustments resulting from remeasuring monetary assets and liabilities that are 
denominated in a currency other than the functional currency are recorded in Other, net in the Statement of Consolidated 
Income. For our former operations in Norway that did not use the U.S. Dollar as the functional currency, adjustments 
resulting from translating foreign currency assets and liabilities into U.S. Dollars were recorded in the Consolidated Balance 
Sheet in a separate component of equity titled Accumulated other comprehensive income (loss) prior to the disposition. See 
Note 2, Dispositions. 


Maintenance and Repairs: Maintenance and repairs are expensed as incurred. Capital improvements are recorded as 
additions in Property, plant and equipment. 
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Environmental Expenditures: We accrue and expense the undiscounted environmental costs necessary to remediate 
existing conditions related to past operations when the future costs are probable and reasonably estimable. At year-end 2017, 
our reserve for estimated remediation liabilities was approximately $80 million. Environmental expenditures that increase 
the life or efficiency of property or reduce or prevent future adverse impacts to the environment are capitalized. 


New Accounting Pronouncements: In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014- 
09, Revenue from Contracts with Customers, as a new Accounting Standards Codification (ASC) Topic, ASC 606. This 
ASU is effective for us beginning in the first quarter of 2018. Our analysis of contracts with customers against the 
requirements of ASC 606 is complete and we have not identified any changes to the timing of revenue recognition based on 
requirements of the standard that would have a material impact on our consolidated financial statements. We will adopt ASC 
606 using the modified retrospective method that requires application of the new standard prospectively from the date of 
adoption with a cumulative effect adjustment, if any, recorded to Retained earnings as of January 1, 2018. 


In February 2016, the FASB issued ASU 2016-02, Leases, as anew ASC Topic, ASC 842. The new standard will require 
assets and liabilities to be reported on the Consolidated Balance Sheet for all leases with lease terms greater than one year, 
including leases currently treated as operating leases under the existing standard. This ASU is effective for us beginning in 
the first quarter of 2019, with early adoption permitted. We have developed and are executing a project plan for the 
implementation of ASC 842 in the first quarter of 2019. We are progressing our assessment of existing leases and evaluating 
our disclosure processes with reference to the requirements of the standard. We continue to assess the impact of the ASU on 
our consolidated financial statements. 


In June 2016, the FASB issued ASU 2016-13, Financial Instruments — Credit Losses. This ASU makes changes to the 
impairment model for trade receivables, net investments in leases, debt securities, loans and certain other instruments. The 
standard requires the use of a forward-looking "expected loss" model compared to the current "incurred loss" model. This 
ASU is effective for us beginning in the first quarter of 2020, with early adoption permitted from the first quarter of 2019. 
We are currently assessing the impact of the ASU on our consolidated financial statements. 


In January 2017, the FASB issued ASU 2017-01, Business Combinations — Clarifying the Definition of a Business. This 
ASU provides a screen that excludes an integrated set of activities and assets from the definition of a business if the fair value 
of the gross assets acquired (or disposed of) is concentrated in a single identifiable asset or group of similar identifiable assets. 
This ASU also clarifies that an integrated set of activities and assets must include, at a minimum, an input and a substantive 
process that together significantly contribute to the ability to create output to be considered a business. This ASU is effective 
for us beginning in the first quarter of 2018, with early application permitted. Application of this ASU is on a prospective 
basis only when adopted. 


In January 2017, the FASB issued ASU 2017-04, Intangibles — Goodwill and Other — Simplifying the Test for Goodwill 
Impairment. This ASU modifies the concept of goodwill impairment from a condition that exists when the carrying amount 
of goodwill exceeds its implied fair value to the condition that exists when the carrying amount of the reporting unit exceeds 
its fair value. Thus, an entity should recognize an impairment charge for the amount by which the carrying amount of a 
reporting unit exceeds its fair value. The impairment charge would be limited by the amount of goodwill allocated to the 
reporting unit. This ASU removes the requirement to determine goodwill impairment by calculating the implied fair value of 
goodwill by assigning the fair value of a reporting unit to all of its assets and liabilities as if the reporting unit had been 
acquired in a business combination. This ASU is effective for us beginning in the first quarter of 2020, with early adoption 
permitted. We are currently assessing the impact of the ASU on our consolidated financial statements. 


In March 2017, the FASB issued ASU 2017-07, Compensation — Retirement Benefits. This ASU requires that an 
employer disaggregate the service cost component from the other components of net periodic benefit cost. The amendments 
also provide explicit guidance on how to present the service cost component and the other components of net periodic benefit 
cost in the statement of income and allow only the service cost component of net periodic benefit cost to be eligible for 
capitalization. This ASU is effective for us beginning in the first quarter of 2018. We are currently assessing the impact of 
the ASU on our consolidated financial statements. 


In August 2017, FASB issued ASU 2017-12, Derivatives and Hedging — Targeted Improvements to Accounting for 
Hedging Activities. This ASU aims to improve the financial reporting of hedging relationships to better portray the economic 
results of an entity’s risk management activities in its financial statements. In addition, this ASU make certain targeted 
improvements to simplify the application of the existing hedge accounting guidance. This ASU is effective for us beginning 
in the first quarter of 2019, with early application permitted. We plan to adopt this ASU in the first quarter of 2018 and 
expect the impact of adoption to our consolidated financial statements to be immaterial. 
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2. Dispositions 


2017: We completed the sale of our enhanced oil recovery assets in the Permian Basin in August for proceeds of $597 
million, after normal closing adjustments, and recognized a pre-tax gain of $273 million ($280 million attributable to Hess 
Corporation after income taxes and noncontrolling interest). This sale transaction included both upstream and midstream 
assets resulting in an after-tax gain of $314 million allocated to the E&P segment, and an after-tax loss of $34 million 
allocated to the Midstream segment. In November, we completed the sale of our interests in Equatorial Guinea for proceeds 
of $449 million, after normal closing adjustments, which resulted in a pre-tax gain of $486 million ($486 million after 
income taxes). In December, we completed the sale of our interests in the Valhall and Hod assets, offshore Norway for 
proceeds of $2,056 million, after normal closing adjustments, which resulted in a pre-tax loss of $857 million ($857 million 
after income taxes). This loss includes a recognition in earnings of $900 million for cumulative translation adjustments that 
were previously reflected within Accumulated Other Comprehensive Income (Loss) in Stockholders’ Equity. We also sold 
certain U.S. onshore assets for proceeds totaling approximately $194 million and recognized net pre-tax gains totaling $12 
million ($12 million after income taxes). The 2017 asset sales of higher cost, mature assets will provide funds toward our 
future development projects in the Stabroek Block, offshore Guyana, where we, and our partners, have discovered significant 
crude oil and natural gas resources. 


Pre-tax income (loss) associated with our interests in Equatorial Guinea and Norway, excluding the financial statement 
impacts resulting from the asset sales in 2017, were as follows for the three years ended December 31: 


2017 2016 2015 
(In millions) 
Bquatorial Ginitied (a) sis: i3s.3civess incitdesascests stances sean canasaha ses agisaamasiates cada saasiasanntisversesens eases $ 69 §$ (95) $ (23) 
INGE Waly CD) s.cig Ge. c65 25555 Aas sella iacssencdacshad ceeds Sacagesadesvesoisdse2iedessaexdassacseiapstacsdesteeleesadessbncess (55) (195) (276) 
Income (Loss) from Continuing Operations Before Income Taxes ........................ $ 14 $ (290) $ (299) 


(a) Pre-tax income for 2017 excludes the gain of $486 million related to sale of our assets in November 2017. 
(b) Pre-tax loss for 2017 excludes the loss of $857 million related to sale of our assets in December 2017. In addition, the 2017 loss excludes a pre-tax 
impairment charge of $2,503 million associated with the disposition. 


2016: We sold miscellaneous non-core assets during the year for proceeds totaling approximately $100 million and 
recognized net pre-tax gains totaling $23 million ($14 million after income taxes). 


2015: We sold approximately 13,000 acres of Utica dry gas acreage for a sale price of approximately $120 million. This 
transaction resulted in a pre-tax gain of $49 million ($31 million after income taxes). We also disposed of our interest in 
Algeria and recognized a pre-tax loss of $21 million ($21 million after income taxes) and sold land associated with our 
former joint venture interest in the Bayonne Energy Center for $20 million, resulting in a pre-tax gain of $20 million ($13 
million after income taxes). 


3. Impairment 


2017: In the third quarter, we recognized a pre-tax charge of $2,503 million ($550 million after income taxes) to impair 
the carrying value of our interests in Norway based on an anticipated sale of the asset, which closed in the fourth quarter of 
2017. See Note 2, Dispositions. In the fourth quarter, we recognized pre-tax impairment charges to reduce the carrying value 
of our interests in the Stampede Field by $1,095 million ($1,095 million after income taxes), and the Tubular Bells Field by 
$605 million ($605 million after income taxes) primarily as a result of a lower long-term crude oil price outlook. The 
Stampede Field had significant capitalized exploration and appraisal costs that were incurred on a 100% working interest 
basis on the Pony discovery prior to unitizing into the Stampede project. The fourth quarter impairment charges were based 
on a total fair value estimate of approximately $1.1 billion that was determined using internal projected discounted cash 
flows. The determination of projected discounted cash flows depended on estimates of oil and gas reserves, future prices, 
operating costs, capital expenditures, discount rate and timing of future net cash flows. 


2016: We recorded a pre-tax impairment charge of $67 million ($21 million after income taxes and noncontrolling 
interest) to impair older specification rail cars in our Midstream segment based on estimated salvage values, which 
approximated fair value. 


2015: We recorded pre-tax goodwill impairment charges totaling $1,483 million ($1,483 million after income taxes) in 
our E&P segment using multiple valuation methodologies. For purposes of assessing the fair value of goodwill, we 
considered internal projected discounted cash flows of producing assets and known development projects, as well as the 
relative market valuation of similar peer companies using market multiples, and other observable market data. Goodwill was 
written down to its implied fair value of zero. We also recognized an impairment charge of $133 million pre-tax ($83 million 
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after income taxes) relating to our legacy conventional North Dakota assets based on internal projected discounted cash 
flows. 

Each of the valuation methods used in the determination of the impairment charges above represent Level 3 fair value 
measurements. 
4. Inventories 


Inventories at December 31 were as follows: 


2017 2016 
(In millions) 
Crude:oil and natural: gas: liquids... vscost20 catesestycuaseds cevusevieds coduosuhagbutode veasesttoss vevasedbesuusces douedabencvelaandveveesnseed $ 59 = $ 77 
Materials-anid supplies: siriscé:ceaesseiSeniey cs feds toineds seneeves dageepes sexed eedes sisted aateeyeadaveeteiogs pateaecaioienaneteietpacsoaapaass 173 246 
Total Inventories’ vis. sseisaiietasaiwaiaai ices osanei ha aiea mir tata aaa area $ 232 $ 323 
5. Property, Plant and Equipment 
Property, plant and equipment at December 31 were as follows: 
2017 2016 


(In millions) 
Exploration and Production 


Unproved properties 2c. ccsciscsie. cacescsedag hse. 2eh cdiee desde enceceeecoaseecadecbes a davsccesleessicectapsdeeagasssandtedeesacloeuzes $ 520 $ 710 
BEOVEC PIO PCr les sesecedecatcsce5) ss ata cac cx teacds canestce cues cscestinaeucssenschasc estan tuasdatuesieeesvastet aces ant saeudeeanetceeete 3,162 4,249 
Wells, equipment and related facilities 0.0... ccc cseesseeecesececeeseeecesecaeeseeeseeecaecnseeseeseceaecseeeeeeeeaeente 25,550 38,250 
29,232 43,209 

IVENGAS Gr CANAD 955553 ects, 2esh cats shee coe cases cestes cans cat eehaectae santa tewteseaivecssansstes sant vets esata tentes fesituasics eee ee teceeecee eae 3,219 3,598 
Corporate and Other... 53 100 
Total — at cost 32,504 46,907 
Less: Reserves for depreciation, depletion, amortization and lease impairment ...............::eceeeeeeee 16,312 23,312 
Property, Plant and Equipment — Net 0.0... cccceccecceseeceeseesecececaeeseeeseceaecaeeseeeeeeseeaeeeeeeeeeees $ 16,192 §$ 23,595 


Capitalized Exploratory Well Costs: The following table discloses the amount of capitalized exploratory well costs 
pending determination of proved reserves at December 31, and the changes therein during the respective years: 


2017 2016 2015 
(In millions) 
Balance at Jamuary 1ooo....cccececcccccccccescceseccseeseecceseecscesecaeesecaesaeseceeceeaeeecseeeecneeseeseeaeeeseaeeeeea $ 597 §$ 1,415 § 1,416 
Additions to capitalized exploratory well costs pending the determination of proved 
POSED VES. 2s sinncs saviatuvnds sdusanie dapdeegs senstous censssdesbsvayseneasdvatsne daudevdesd sabia dgpiebds tos Covionss siveaies sapapetosr’ 116 79 424 
Reclassifications to wells, facilities and equipment based on the determination of 
PLOVEd TESELVES csc vasounes vdew cna ccetu sate zdde dusts teieanes ccaesnas dav euts des vday oud teiscuas Jaetendevekeseboneevtaocerenss (165) — (72) 
Capitalized exploratory well costs charged to CXPeNse 00... eeeceeeeeseeseeeeeteeeeeseeseeeenees (268) (897) (356) 
Dispositions atid: Other i.e. vest wee vivercdeseeiest tee doiele ath dantente reeves eive axe ai eets 24 — 3 
Balance at December 31. o.............cccccccccccescccessececsscecesscesecssececsseeecesceecesececsaeeecssseeeessseceesaeees $ 304 § 597 § 1,415 


Number of Wells at December 31 «0.000.000... cccccccesccceececeesececeseeecseaceceesueeeceeecneeaeeesaeees 12 17 35 


Additions to capitalized exploratory well costs primarily related to drilling activity at the Stabroek license offshore Guyana 
in 2017, 2016 and 2015, and the Gulf of Mexico in 2016 and 2015. Reclassifications to wells, facilities and equipment based 
on the determination of proved reserves primarily related to the sanction of the first phase of Liza Field development, 
offshore Guyana in 2017 and Equatorial Guinea in 2015. 


Capitalized exploratory well costs charged to expense include the following: 


2017: In Ghana, at the Hess operated offshore Deepwater Tano/Cape Three Points license (Hess 50% license interest), 
management determined in the fourth quarter of 2017 that it would not develop the previously discovered fields. As a result, 
we recorded a charge of $268 million to write-off previously capitalized exploration wells. See Note 24, Subsequent Events. 


2016: At the Hess-operated Equus natural gas project, offshore the North West Shelf of Australia in the fourth quarter of 
2016, we terminated a joint front-end engineering study with a third-party natural gas liquefaction joint venture and notified 
the Australian government of our intent to defer the project. As a result, we expensed all well costs associated with the 
project, including an exploration well completed in the second quarter of 2016, totaling $830 million. These properties were 


59 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


sold in 2017. In the second quarter of 2016, we expensed costs associated with two exploration wells at the non-operated 
Sicily project in the Gulf of Mexico where hydrocarbons were encountered but we decided not to pursue the project due to 
the low commodity price environment and the limited time remaining on the leases. We also expensed the cost of an 
unsuccessful exploration well at the non-operated Melmar project in the Gulf of Mexico, where noncommercial quantities of 
hydrocarbons were encountered. 


2015: At the Dinarta Block in the Kurdistan Region of Iraq, we expensed an exploration well resulting from our and our 
partners’ decision to cease further drilling and relinquish the block. At the Deepwater/Tano Cape Three Points block, 
offshore Ghana, we expensed well costs primarily related to natural gas discoveries where we were unable to sufficiently 
progress appraisal negotiations with the regulator. We also expensed three wells with discovered resources offshore 
Australia that we determined would not be included in the development concept for the Equus project. 


The preceding table excludes exploratory dry hole costs of $167 million in 2016 and $54 million in 2015, which were 
incurred and subsequently expensed in the same year. 


Exploratory well costs capitalized for greater than one year following completion of drilling were $170 million at 
December 31, 2017, separated by year of completion as follows (in millions): 


$ _ 
166 

4 

$ 170 


Gulf of Mexico: Approximately 70% of the capitalized well costs in excess of one year relates to the appraisal of the 
northern portion of the Shenzi Field (Hess 28% participating interest) in the Gulf of Mexico, where hydrocarbons were 
encountered in the fourth quarter of 2015. The operator is conducting appraisal activities on adjacent acreage and is 
evaluating plans for development of the northern portion of the Shenzi Field. 


JDA: Approximately 20% of the capitalized well costs in excess of one year relates to the JDA in the Gulf of Thailand 
(Hess 50%) where hydrocarbons were encountered in three successful exploration wells drilled in the western part of Block 
A-18. The operator is currently conducting subsurface evaluations and pre-development planning to facilitate commercial 
negotiations with the regulator for an extension of the existing gas sales contract to include development of the western part 
of the block area. 


6. Goodwill 


The changes in the carrying amount of goodwill were as follows: 


Exploration 
and 
Production Midstream Total 
(In millions) 
Balance at December 31, 2016 $ — $§ 375 $ 375 
DiSPOSitlONS 2.53. cesecosnseyessjeede sevestie cavaroyssdhdcesnnnpeevenusndeveepnnsuts _ (15) (15) 
Balance at December 31, 2017 $ — $§$ 360 =6§ 360 


The change in the carrying amount of goodwill relates to the sale of our enhanced oil recovery assets in the Permian Basin, 
including a gas plant and associated CO, assets. See Note 2, Dispositions. 


7. Hess Infrastructure Partners LP 


On July 1, 2015, we sold a 50% interest in Hess Infrastructure Partners LP (HIP) to Global Infrastructure Partners (GIP) 
for net cash consideration of approximately $2.6 billion. HIP and its affiliates primarily comprise our Midstream operating 
segment which provides fee-based services including crude oil and natural gas gathering, processing of natural gas and the 
fractionation of natural gas liquids, transportation of crude oil by rail car, terminaling and loading crude oil and natural gas 
liquids, and the storage and terminaling of propane, primarily in the Bakken shale play of North Dakota. The Midstream 
operating segment currently generates substantially all of its revenues under long-term, fee-based agreements with our E&P 
operating segment and intends to pursue additional throughput volumes from third-parties in the Williston Basin area. We 
operate the Midstream assets and operations, including routine and emergency maintenance and repair services under various 
operational and administrative services agreements. 
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The tariff agreements between our E&P operating segment and the Midstream entities became effective on January 1, 
2014 and are 10-year, fee-based commercial agreements, with HIP having the sole option to renew the agreements for an 
additional 10-year term. These agreements include minimum volume commitments based on dedicated production, inflation 
escalators and fee recalculation mechanisms. The Midstream segment has minimal direct commodity price exposure, and the 
E&P segment retains ownership of the crude oil, natural gas or natural gas liquids processed, terminaled, stored or 
transported by the Midstream segment. 


We consolidate the activities of HIP, a 50/50 joint venture between Hess Corporation and GIP, which qualifies as a 
variable interest entity (VIE) under U.S. GAAP. We have concluded that we are the primary beneficiary of the VIE, as 
defined in the accounting standards, since we have the power, through our 50% ownership, to direct those activities that most 
significantly impact the economic performance of HIP. This conclusion was based on a qualitative analysis that considered 
HIP’s governance structure, the commercial agreements between HIP and us, and the voting rights established between the 
members, which provide us the ability to control the operations of HIP. 


As a result of the sale to GIP in 2015, we recorded an after-tax gain of $763 million in capital in excess of par value and 
$1,298 million in noncontrolling interest representing GIP’s proportional share of our basis in the net assets of HIP. The 
results attributable to GIP’s 50% ownership are reported within Net income (loss) attributable to noncontrolling interests in 
the Statement of Consolidated Income, while the carrying amount of GIP’s equity is included as Noncontrolling interests in 
the Consolidated Balance Sheet. 


At December 31, 2017, HIP liabilities totaling $1,065 million (2016: $841 million) are on a nonrecourse basis to Hess 
Corporation, while HIP assets available to settle the obligations of HIP included Cash and cash equivalents totaling $356 
million (2016: $2 million) and Property, plant and equipment, net totaling $2,520 million (2016: $2,528 million). 


8. Hess Midstream Partners LP — Initial Public Offering 


In April 2017, Hess Midstream Partners LP (the “Partnership”), sold 16,997,000 common units representing limited 
partner interests at a price of $23 per unit in an initial public offering (IPO) for net proceeds of $365.5 million, of which $350 
million was distributed 50/50 to Hess Corporation and GIP. 


The Partnership owns an approximate 20% controlling interest in the operating companies that comprise our midstream 
joint venture, while HIP, the 50/50 joint venture between Hess Corporation and GIP, owns the remaining 80%. Hess 
Corporation and GIP each own a direct 33.75% limited partner interest in the Partnership and a 50% indirect ownership 
interest through HIP in the Partnership’s general partner, which has a 2% economic interest in the Partnership plus incentive 
distribution rights. The public unit holders own a 30.5% limited partner interest in the Partnership. 


9. Asset Retirement Obligations 


The following table describes changes to our asset retirement obligations: 


2017 2016 
(In millions) 

Balance at Jamuary 1o......cccccccccsccsccscsesecscsessesesesscsessesecessessesesesavsesessesessesesecsesseaesecsesesesececseeesecseaeaes $ 2,128 $ 2,383 
WA ITES NCU 6, se catrenacesvneysctnenaecuseatesnteenetonnewncen sults ges cesins exaesen drdtensiavanecies bans asec done oases deaay est cuts 62 42 
Liabilities settledior disposed i6f iai2.5 rte asa aviatiesceeiee duit asienieeasteon as ava ae (1,464) (196) 
IACCTEtON OX PONS Cis, cdatsass caccstcs cdestinanns cdccvads catevees sisesbds aandsnbad caaesins sdebvids caaesaaveb aessehs Hhacsasbae deaseth sad 97 117 
Revisions of estimated liabilities ..........c cc eeccesecseesceeeceseesecseeesceseceaecaceseeeseeseceaecnseeseeseesecaeeneeeeeseaeente (54) (230) 
Foreign currency translation ..........:cccceseesseseceeesceeseeseesecesecneeeseeseeseceaecaeeesessecuaesaecaeeeseeseseaecaeeeeeeeeaes 32 12 

Balance at December 31 o..........cccccccccccccsessscccecessscececececssssececececsesssaesesecesssaesececeesesesesececsesssaseseseessenseeevens 801 2,128 

Less: Current OMe atoms i. siieiscsssecccedssesciessssésunssessancodegianesteaseonsdunsanseseasuasisesdesesecdendavsesssooncsdeabapcapesdes 48 216 
Long-term Obligations at end Of Period .............. cece ceecceeseceeeceeneeesseceseceeeesneecaueceseesaeecueceeeeeneeentees $ 753 § 1,912 


The liabilities settled or disposed of primarily relate to the sale of our interests in Norway and Equatorial Guinea in 2017. 
The fair value of sinking fund deposits that are legally restricted for purposes of settling asset retirement obligations, which 
are reported in non-current Other assets in the Consolidated Balance Sheet, was $118 million at December 31, 2017 (2016: 
$102 million). 
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10. Debt 


Long-term debt at December 31 consisted of the following: 


2017 2016 


(In millions) 


Debt - Hess Corporation: 
Fixed-rate public notes: 


Bal Pore 201 9% 6.5. adscacervassebnsueonsseotses eseaenroas vepesneesewestsadetscenensonutoaeseeanont ap decupudeteseetessiseseevepie deed $ 349 § 349 
BS Voie 2O D4 essa sts daies stil Nas aed s tee uhcoa dasyead ase deeaue sone suaaey coda tags das Pad sae (anai ohan etna lee asa ner 297 297 
A S70: AUC 2027 sssscesssses viscose cansssesstaxtacstessdecsnhscabionsitdepsbticss sdsstativedescubanuih eletiaeiaaenetit evens 991 989 
TIYC.GUS 2029 oa sctousds sinetics sieves. usestiads Gavstessalousvss serasbibie Sevavell Vdaaeues deers esevsheretseeh hentai ad 500 499 
TiDL0 AUG: 203M essa. desssissesrindsseesen innstnatensd isdentuts Leecanennstesanyesenseeduss dusunizeataas Goedennaeuudeddesnnuseatncto rived 679 679 
TV AMoiGWE: 2033 cc ta reas secist ctsavany ie tadee sensi dateeiutstunehes Seis ecse Basie etaasa natant eae ase Ee 596 596 
G00 DUS 2040 cs oe sss ces sasdsndinsseaxeapsensideceayentondesoitsyanssbdiciescssobeondivosssdeiuédestenoadlhdssdacvncesueeebeneas’ 740 740 
516%. GUS 204 1 ss ces ence cvcsedevcisenes stasevess tacdansvdssecnes sdacstda cavseansueuveddoias <desstla caassasvade saacsnas clebesenense 1,234 1,232 
SB YO: GUS QO4AT sussessaansnsivestss cpiaruts vavseinnts dvsthabai valves avvassloxeenetevestvehaskds clapssbysberaausnatbeiyh aves couse 493 493 
Total fixed=rate public NOES) ic asecoues caxseudevssecidesdeaacivedecenieadi ea sdvets eavsctsenrmaasads eaadionn ae teanelevieeae es 5,879 5,874 
Financing obligations associated with floating production system ............c:cceceseeseceteeseeeeeeeeeeenee 118 192 
Fair value adjustments - interest rate hedging... ee eceseseeeececeseeeceeeeeeeeeeceaeeeceeeseseeeeceeeeesneeaeeas —_ 7 
Total Debt - Hess Corporation.........0.....ccccccecccecceeesceesceseeeesseeseceaecaeeeeeeseceecaeeaeeeseeaeeeaeeaeees $ 5,997 $ 6,073 
Debt - Midstream 
Fixed-rate notes: 5.6% due 2026 — HIP $ 785 = $ a 
Term loan A facility — HIP oo... ccc cececcecescesccssesseeseeecaecseecsessecsecsseesecseeseceaecaeecaesseeaeenseeseeeaeenes 195 580 
Revolving credit facility = UDP soi seve secispcdsavenyés Pease evstutetuyedtetuie ya cescre a teuseped iain yes Pea aseeieriaieaes ss — 153 
Revolving credit facility — HESM............cccceeccesessseeseeecesecseecseeecesecssecseeseeseseaecaeecaesseeaeenaeeseeaneanes — — 
Total Debt - Midstream .........0....c.cccccccccccssseseecscsessesesscecsessesesecsesesseseseseeececsesseseeecsesaeseeeeeeaes $ 980 =§$ 733 
Total Long-Term Debt: 
Total debt:€a)) s éscsscsssscidda seagysty sip sseasee tian tvedasaas ci dasasl aes islaaans ad aaeidieas dea naan aes $ 6,977 § 6,806 
Less: Current maturities of long-term debt .......e.eeeecceceeseeecceseceecesecseeseeaecaecneecaeeeeaecseeeeseeseeease 580 112 
Total Long-Term Debt ...............cccccccccccccscscsecscscsseseseecsessesesecsesassesececsesececsesaesesecsesacseseeeeaes $ 6,397 § 6,694 
(a) At December 31, 2017 the fair value of total debt amounted to $7,718 million (2016: $7,548 million). 
At December 31, 2017, the maturity profile of total debt was as follows: 
Hess 
Total Corporation Midstream 


(In millions) 


$ 580 $ 578 $ 2 
51 40 11 

15 — 15 

16 = 16 

151 = 151 

6,164 333719 785 

$ 6,977 $ 5,997 $ 980 


Debt — Hess Corporation: 
Fixed-rate public notes: 


At December 31, 2017, Hess Corporation’s fixed-rate public notes had a gross principal amount of $5,938 million 
(2016: $5,938 million) and a weighted average interest rate of 6.0% (2016: 6.0%). Our long-term debt agreements, 
including the revolving credit facility, contain financial covenants that restrict the amount of total borrowings and secured 
debt. The most restrictive of these covenants allow us to borrow up to an additional $3,352 million of secured debt at 
December 31, 2017. Capitalized interest was $86 million in 2017 (2016: $61 million; 2015: $45 million). 
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In September 2016, Hess Corporation issued $1 billion of 4.30% senior notes, due in April 2027, and $500 million of 
5.80% senior notes, due in April 2047 primarily to fund the repurchase of tendered higher-coupon debt and redemption of 
near-term maturities. We used proceeds of $1.38 billion to purchase or redeem $650 million principal amount of 8.125% 
notes due 2019, $196 million principal amount of 7.875% notes due 2029, $66 million principal amount of 7.30% notes 
due 2031 and $300 million principal amount of 1.30% notes due 2017. As a result of this debt refinancing transaction, we 
incurred a charge of $148 million for the loss on extinguishment of the tendered and redeemed notes. 


In February 2018, we purchased $350 million principal amount of 8.125% notes due 2019. See Note 24, Subsequent 
Events. 


Credit facility: 


In December 2017, the Corporation amended its $4 billion senior syndicated revolving credit facility by extending the 
facility for one year to January 2021, with a $3.7 billion commitment during the extension period. Borrowings on the 
facility will generally bear interest at 1.30% above the London Interbank Offered Rate (LIBOR). The interest rate will be 
higher if our credit rating is lowered. The facility contains a financial covenant that limits the amount of total borrowings 
on the last day of each fiscal quarter to 60% of the Corporation’s total capitalization, defined as total debt plus 
stockholders’ equity. At December 31, 2017, Hess Corporation had no outstanding borrowings or letters of credit issued 
against the syndicated revolving credit facility and was in compliance with this financial covenant. 


Other outstanding letters of credit at December 31 were as follows: 


2017 2016 
(In millions) 
Gonna bes) 155A) fo ss oss at aces aancccs one sneer cease ahs naa tees Sedna at aceas as vatnaes Nese cnee ns does nsts ceca coe eee $ 29 § 1 
Uncommitted lines (a) 217 187 
Total (Db) .0..... eee $ 246 «= $ 188 


(a) At December 31, 2017, committed and uncommitted lines have expiration dates through 2018. 
(b) At December 31, 2017, total outstanding letters of credit includes $215 million related to liabilities recorded in the Consolidated Balance Sheet (2016: 
$161 million). 


Debt - Midstream: 
Our Midstream segment holds the following non-recourse debt: 
Hess Infrastructure Partners (HIP): 


In November 2017, HIP issued $800 million of 5.625% senior notes, due in February 2026 and concurrently amended 
its senior unsecured credit facilities. HIP used a portion of the proceeds from the note issuance to repay borrowings under 
HIP’s credit facilities and to fund a distribution to the partners. The remaining proceeds will be used for general corporate 
purposes of the joint venture. Under the amended credit facilities, the 5-year Term Loan A facility was reduced to $200 
million and the 5-year syndicated revolving credit facility increased to $600 million from $400 million previously, with 
the maturity of both facilities extended to November 2022. The amended facilities are secured by first-priority perfected 
liens on substantially all of HIP’s and certain of its wholly-owned subsidiaries’ directly owned assets, including its equity 
interests in certain subsidiaries, subject to customary exclusions. The 5-year syndicated revolving credit facility is 
expected to continue to fund the joint venture’s operating activities and capital expenditures. Borrowings under the 5-year 
Term Loan A facility will generally bear interest at LIBOR plus an applicable margin ranging from 1.55% to 2.50%, while 
the applicable margin for the 5-year syndicated revolving credit facility ranges from 1.275% to 2.000%. The interest rate 
continues to be subject to adjustment based on the joint venture’s leverage ratio, which is calculated as total debt to 
Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA). If HIP obtains an investment grade credit 
rating, as defined in the amended credit agreement, pricing levels will be based on the credit ratings in effect from time to 
time. The joint venture is subject to customary covenants in the credit agreement that include financial covenants that 
generally require a leverage ratio of no more than 5.0 to 1.0 for the prior four fiscal quarters and an interest coverage ratio, 
which is calculated as EBITDA to cash interest expense, of no less than 2.25 to 1.0 for the prior four fiscal quarters. The 
amended credit agreement includes a secured leverage ratio test not to exceed 3.75 to 1.00 for so long as the facilities 
remain secured. HIP is in compliance with all debt covenants at December 31, 2017, and its financial covenants do not 
currently impact its ability to issue indebtedness to fund future capital expenditures. 


Hess Midstream Partners (the Partnership / HESM): 


In 2017, HESM entered into a $300 million 4-year secured syndicated revolving credit facility that can be used for 
borrowings and letters of credit to fund operating activities and capital expenditures of the Partnership. At December 31, 
2017, this facility was undrawn. 
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11. Share-based Compensation 


We have established and maintain a Long-term Incentive Plan (LTIP), as amended, for the granting of restricted common 
shares, performance share units (PSUs) and stock options to our employees. As of December 31, 2017, the total number of 
authorized common stock under the LTIP, as amended, was 51.5 million shares, of which we have 20.8 million shares available 
for issuance. Restricted stock generally vests equally on an annual basis over a three-year term while PSUs generally vest three 
years from the date of grant. Restricted common shares are valued based on the prevailing market price of our common stock on 
the date of grant. Stock options vest over three years from the date of grant, have a 10-year term, and the exercise price equals 
market price on the date of grant. 


The number of shares of common stock to be issued under a PSU agreement is based on a comparison of the Corporation’s 
total shareholder return (TSR) to the TSR of a predetermined group of peer companies over a three-year performance period 
ending December 31 of the year prior to settlement of the grant. Payouts of the performance share awards will range from 
0% to 200% of the target awards based on the Corporation’s TSR ranking within the peer group. Dividend equivalents for 
the performance period will accrue on performance shares, but will only be paid out on earned shares after the performance 
period. 


Share-based compensation expense consisted of the following: 


2017 2016 2015 
(In millions) 
Restricted Stock scacsscscsecseis<cansuesscasvactiies cdesteds seavenesdeacobdn steed daadenvasbdensdacsbascdentodssdessaceoes $ 56 6$ 45 § 67 
LOC OPEL ONS sates tes saraensce teat caceceawatt de cate mes eanahae so eaaaessdesetuex opearectaseeasts ened etesnesnaneates 9 7 B) 
Performance Share Units .cccccsciesssdsscactesies scavaaceiencdevsies seas axviaa cascsias decsncsies devenes nasanees 21 21 25 
Share-based compensation expense before income taxes ...............:c:ceceeeeeees $ 86) =6§$ 73. $ 97 
Income tax benefit on share-based compensation expense .................::0cee $ 1 $ 28 §$ 36 


Based on share-based compensation awards outstanding at December 31, 2017, unearned compensation expense, before 
income taxes, will be recognized in future years as follows (in millions): 2018—$65, 2019—$34, and 2020—$5. 


Share-based compensation activity consisted of the following: 


Performance Share Units Stock Options Restricted Stock 
Weighted - Weighted - Weighted - 
Average Fair Average Shares of Average 
Value on Exercise Restricted Price on 
Performance Date of Price per Common Date of 
Share Units Grant Options Share Stock Grant 
(In thousands, except per share amounts) 

Outstanding at January 1, 2017... 1,015 $ 69.68 6,592 $ 67.15 3,101 $ 61.93 
Granted ssccssesevaaei tact Asmenlsaniunarnnts 439 52.86 662 51.03 1,216 50.98 
Exercised ... Ss — — (152) 52.75 — — 
MeSted so selsiiais old sivaceteaseiaataees iy caseastonsleeeesatbeepeeeene nies (265) 90.37 — aan (729) 81.06 
POLS eds, cise, ciexssatess taseveseans snsesaes sthasdsvaanastaousntteacteness (43) 61.23 (620) 56.66 (386) 56.72 

Outstanding at December 31, 2017..............ccceeeeee 1,146 §$ 58.78 6,482 $ 66.84 3,202 $ 54.04 


As of December 31, 2017, there were 6.48 million outstanding stock options (5.22 million exercisable) with a weighted 
average remaining contractual life of 3.6 years (2.3 years for exercisable options) and an aggregated intrinsic value of $2.2 
million ($0.8 million for exercisable options). The weighted average exercise price for options exercisable at December 31, 
2017 was $70.65 per share. 


The following weighted average assumptions were utilized to estimate the fair value of stock options: 


2017 2016 2015 
Risk free Mterest Tate ix... sesssavstvnsesaved- coats ounasousess eveusayenas favaebvesubestys cepnelvouerareas desuereness tus 2.17% 1.47% 1.77% 
StOCK price VOlAt by sesea see dotssies sanvstisi onsen ctetuacvansesscasepartepryauaveeyess a tebapasteisiectaiaesiades 0.333 0.326 0.312 
Dividend yield -oiscsgsecays va sdessizass vavdusudeteants oa vdvove vhanzar as sievdtede vinden saree the dabieeleheneads Genedenase 1.96% 2.26% 1.34% 
Expected: lifes Years x cicisiesieedsi Sedsirti bees lacs aaseeelcesane tieaputvanandatiameneetstetale 6.0 6.0 6.0 
Weighted average fair value per option granted 0.0.0.0... eeeeeeseeeceeeecneeeeceeeseeeeeeneeaees $ 14.51 $ 11.33 $ 21.00 
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The following weighted average assumptions were utilized to estimate the fair value of PSU awards: 


2017 2016 2015 
Risk free Mterest Tate se.i0.sesssavstvnsessneds sonssounanesess derssasness serusanegenteacs svonseuedsvarads deatesenoa zee 1.55% 0.96% 1.02% 
STOCK price VO lath by ssssyce see Savsssiel senza dis Savane te tvi cuaaneceasi ctu seuern tages Meda atsepes saute saaenelades 0.387 0.329 0.270 
Contractual term in years... sees 3.0 3.0 3.0 
Grant date price of Hess common stock $ 51.03 $ 44,31 $ 74.49 


The risk-free interest rate is based on the vesting period of the award and is obtained from published sources. The stock 
price volatility is determined from the historical stock prices of the peer group using the vesting period. The contractual term 
is equivalent to the vesting period. 


12. Retirement Plans 


We have funded noncontributory defined benefit pension plans for a significant portion of our employees. In addition, 
we have an unfunded supplemental pension plan covering certain employees, which provides incremental payments that 
would have been payable from our principal pension plans, were it not for limitations imposed by income tax regulations. 
The plans provide defined benefits based on years of service and final average salary. Additionally, we maintain an unfunded 
postretirement medical plan that provides health benefits to certain qualified retirees from ages 55 through 65. The 
measurement date for all retirement plans is December 31. 


The following table summarizes the benefit obligations, the fair value of plan assets, and the funded status of our pension 
and postretirement medical plans: 


Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2017 2016 2017 2016 2017 2016 


(In millions) 
Change In Benefit Obligation 


Balance at January 1 .... $ 2,560 $ 2,321 $ 256 $ 259 § 84 $ 98 


Service cost............ 304 36 44 13 16 4 4 
INLELESE: COST. csississsssandssuassycadeasenesdes’ suaeviedsabsnceiapanyecdeabevcidasterieanss 93 98 9 9 3 3 
Actuarial 1088:( Gain) (A): s.ssstsescsstovsededestaessstseasieecseseesees destsesseezs 138 162 10 (5) 3 (13) 
Benefit payments (b).........eccececceeesceeceseceeeeseeeeeesecneesaeeeeeeeeaeeas (113) (132) (39) (23) (7) (8) 
Plan ‘curtailment: .cc.ci.csccccecscessies cosssadsedecsacsctesiecscdescasesessdacsidestes (3) (2) — i — — 
Special termination benefits... cc eeceseeeeceseeeeeeceteenseeseeeeeeees — 1 — — — — 
Assumption of HOVENSA pension plan............:ccceseeeeeeereees — 151 — — — — 
Foreign currency exchange rate changes ............:eceeseeeseeeeeees 54 (83) — — —_— — 
Balance at December 31 o.......cccccccesscesssesseecseceeceseeecsueesseeeneeeesaes 2,765 2,560 249 256 87 84 
Change In Fair Value of Plan Assets 
Balance at January 1.0.0.0... $ 2,206 §$ — §$ — §$ — § — 
Actual return on plan assets .... _ 153 — = — = 
Employer contributions.............0 cs scsscsseseecstscseeeeectereneoestersseoes 158 26 39 23 7 8 
Benefit payments (b)..........eseseseceeesseeeeceseeeceevseeseeseteeeaeeeenenets (113) (132) (39) (23) (7) (8) 
Assumption of HOVENSA pension plan...........cceeeeeeeeeeeeeeee — 126 — — — — 
Foreign currency exchange rate changes ...........:eeeeeeseeeeeeees 52 (95) _— — a — 
Balance at December 31 .......cccccceccsccesscessecseceseeesseecaeesseeeseeeesaes 2,732 2,284 — — — — 
Funded Status (Plan assets greater (less) than benefit 
obligations) at December 31.0... cece ceeeecscseeeeseeecseneeseneees $ (33) $ (276) $ (249) $ (256) $ (87) $ (84) 


$ 789 $ 895 $ 84 $ 9% $ (10) $ (13) 


(a) The change in discount rate in 2017 resulted in total actuarial losses of approximately $170 million (2016: $175 million). 
(b) Benefit payments include lump-sum settlement payments of $57 million in 2017 (2016: $65 million). 


Unrecognized Net Actuarial (Gains) Losses 


Amounts recognized in the Consolidated Balance Sheet at December 31 consisted of the following: 


Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2017 2016 2017 2016 2017 2016 
(In millions) 
Pension asset / (accrued benefit liability)... cee eeeeeeeeeeeeeees $ (33) $ (276) $ (249) $ (256) $ (87) $ (84) 
Accumulated other comprehensive loss, pre-tax (8) ......:.eeceeeeseeees 789 895 84 93 (10) (13) 


(a) The after-tax deficit reflected in Accumulated other comprehensive income (loss) was $548 million at December 31, 2017 (2016: $660 million deficit). 
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At December 31, 2017, the accumulated benefit obligation for the funded and unfunded defined benefit pension plans was 


$2,679 million and $190 million, respectively (2016: $2,471 million and $203 million, respectively). 


The net periodic benefit cost for funded and unfunded pension plans, and the postretirement medical plan, is as follows: 


Pension Plans 


Postretirement Medical Plan 


2017 2016 2015 2017 2016 2015 
(In millions) 
MEL VICE COST. rasdallavaynn tis vaxdvenssievaverddestyanihs sandeate ayia tie deustuen We deniene dyidves $ 49 $ 60 §$ 67 §$ 4 § 4 $ 4 
Interest COSt.....sessssssessosssossessses 102 107 102 3 3 3 
Expected return on plan assets...... (168) (166) (168) — _ _ 
Amortization of unrecognized net actuarial losses...... 58 60 75 — = = 
Settlement LOSS .v.teicby. vdeda-wde a kdevaestevthas Greet raredny ava Weteelad dyntaes 19 — 17 — — — 
Special termination benefit recognized 00... ececeeceseeeeeeeeseeeeeeeenee —_— 1 1 —_— — — 
Net Periodic Benefit Cost ......0...ccccccccccsescseseteeeeeeeeeeeesesenenenenens $ 60 § 62 § 94 §$ 7 $ 7 $ 7 


For our pension and postretirement medical plans in 2018, service cost is estimated to be approximately $55 million, 
interest cost is estimated to be approximately $90 million, amortization of unrecognized net actuarial losses is estimated to be 
approximately $50 million, and the estimated expected return on plan assets is estimated to be approximately $195 million. 


The weighted average actuarial assumptions used for funded and unfunded pension plans were as follows: 


2017 2016 2015 
Weighted Average Assumptions Used to Determine Benefit Obligations at 
December 31 
PIS COUMU TALC es sesads dateoues clvesses cibedusstas cabechdeaspaesqestbuluansvre sa alaanaeeeiteees Gemwedh cuasawetseleenn 3.3% 3.7% 4.1% 
Rate of compensation increase 4.5% 4.6% 4.5% 
Weighted Average Assumptions Used to Determine Net Periodic Benefit Cost for the 
Years Ended December 31 
DISCOUNE Tate vensisicssartayisFeassnetsivieratets teieph tenerpsanee pes aca nh paeate terete icmieisim es 3.7% 4.1% 3.8% 
Expected return on plan assets x. cs.civess secede saadsocs sioraadssetescxeade og sd ous theaexteodbatenstarasevsenne Sol 7.3% 74% 7.5% 
Rate Of compensation. I Crease a isccssvceyecceestids aves tes veasaneistaransives seas snsesedeunuessassnespiesbese nese 4.6% 4.5% 5.0% 
The actuarial assumptions used for postretirement medical plan, as follows: 
2017 2016 2015 
Assumptions Used to Determine Benefit Obligations at December 31 
DDISCOUNE TALE iecieses. extn). adecents devdsvaress caadsosevasevabeasusbarseuiasisasies dade eats amen oeimeaseeere® 3.2% 3.5% 3.5% 
Initial health care trend rate ... 7.3% 7.7% 6.7% 
Ultimate trend rate .......ee ce eseeeesceseeseeeeeeeees 4.5% 4.5% 4.5% 
Year in which ultimate trend rate is reached .........cecceceeseeeecesecsceeeeeceeceaecaeeeeeeaeceenaeeneees 2038 2038 2038 


The assumptions used to determine net periodic benefit cost for each year were established at the end of each previous year 
while the assumptions used to determine benefit obligations were established at each year-end. The net periodic benefit cost 
and the actuarial present value of benefit obligations are based on actuarial assumptions that are reviewed on an annual basis. 
The discount rate is developed based on a portfolio of high-quality, fixed income debt instruments with maturities that 
approximate the expected payment of plan obligations. Beginning in 2018, the Corporation has elected to use a split discount 
rate approach for all of its retirement plans. This involves the continued use of a single weighted-average discount rate in the 
calculation of the projected benefit obligation, and separate discount rates for each projected benefit payment in the 
calculation of service cost and interest cost. In contrast, historically, a single weighted-average discount rate was used in 
both the calculation of the projected benefit obligation, and service cost and interest cost. This change, which is expected to 
decrease service cost and interest cost in 2018 by approximately $12 million before income taxes, is a change in accounting 
estimate that will be applied prospectively. 


The overall expected return on plan assets is developed from the expected future returns for each asset category, weighted 
by the target allocation of pension assets to that asset category. The future expected return assumptions for individual asset 
categories are largely based on inputs from various investment experts regarding their future return expectations for particular 
asset categories. 


Our investment strategy is to maximize long-term returns at an acceptable level of risk through broad diversification of 
plan assets in a variety of asset classes. Asset classes and target allocations are determined by our investment committee and 
include domestic and foreign equities, fixed income, and other investments, including hedge funds, real estate and private 
equity. Investment managers are prohibited from investing in securities issued by us unless indirectly held as part of an index 
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strategy. The majority of plan assets are highly liquid, providing ample liquidity for benefit payment requirements. The 
current target allocations for plan assets are 50% equity securities, 25% fixed income securities (including cash and 
short-term investment funds) and 25% to all other types of investments. Asset allocations are rebalanced on a periodic basis 
throughout the year to bring assets to within an acceptable range of target levels. 


The following tables provide the fair value of the financial assets of the funded pension plans as of December 31, 2017 and 
2016 in accordance with the fair value measurement hierarchy described in Note 1, Nature of Operations, Basis of 
Presentation and Summary of Accounting Policies. 


Level 1 Level 2 Level 3 Total 
(In millions) 
December 31, 2017 
Cash and Short-Term Investment Fund5s..............0...:c:cccccesesseesceeeceteeeseeseeeeeees $ 32. $ 69 = § — §$ 101 
Equities: 
US equities: (COmeStHC) eiscsssictsatscs tcoxsssnsenssaresenanneanes coavecavaastiess teatvesevesdexeuseonensees 789 — — 789 
International equities (NON-U.S.) 0.0... ceeeceesceeeceeceeeeeecesecesecsecseeeseeeceaeeaeceeeeees 104 330 —_ 434 
Global equities (domestic and non-U.S.) ......cceecceseeeeeseeeceeeeceeeeeceeeeteeesenneeeeaes 2 238 — 240 
Fixed Income: 
Treasury and government issued (a).... — 271 —_ 271 
Government related (b)......... eee — 34 1 35 
Mortgage-backed Securities (C).....e eee ecceseecseeeeesceseeeseeeceseeecseesecaeeecseesesnenaeenes —_ 166 —_ 166 
COmpOrate aie casessstis tostents siysnhes dapeesunaes faatesas sanevdcousaagninies Costs osssawesdes dhs puedes deabvadseens —_— 188 — 188 
Other: 
Hed Se £01 ici. joie: sisaeace caxansaeesheotss se oupent eas seavnouneven sad ceassivnens teatssusesvantse cayerbierseaeed —_— — 187 187 
Private equity fUNdS 20... eee cceeeeescesecesecseeeeeesecsaecseeseeeeeesecsaecaeeeeeeaecaecaeeseeeeees —_— — 140 140 
Realestate Lunds vscssig.cedocnctutlvatysces saavesdechavsansvdsduste vodessstees reansiassdareats ved cnasthetende 8! 63 — 94 157 
Diversified commodities fUNdS 00... eeeececeecseeeeesceeeeeeeeeeceeeeeceeeseeaeeeceteeeaeeeenees — 24 — 24 
$ 990 $ 1,320 §$ 422 $ 2,732 
December 31, 2016 
Cash and Short-Term Investment Funds.............0....cccccccescscsssseseescsesseseeseeeseee $ 9 $ 79 § — §$ 88 
Equities: 
US ssequities: (domestic) siccscscccsssshersciveise. coassudsedscvecsbessdavsadscescesasnsecdavesdesdesoace seas 550 — — 550 
International equities (NON-U.S.)....... cee ceeeeesceeecesecseceeeeeceeesecesecseeeeeeeseaeeaeeaeeas 160 275 — 435 
Global equities (domestic and non-US.) .....cceececeeseeeeeeceeeceseesecseeeeeeeeeaeeaeeneees 2 197 — 199 
Fixed Income: 
Treasury and government issued (a).... — 202 — 202 
Government related (b).........ceeeeeeeee — 38 — 38 
Mortgage-backed Securities (C)......ccccecssesceesceseceeecsecseeeeceseceaeeaecseeeeeaeeaeeaeeaeees — 164 2 166 
COMP ORAS ose. vdsstts cas csseactevanssens Dialed ced csttactecetssteedeivends veloteasdscaacsiescdiuvebeueisitselss 1 186 = 187 
Other: 
Hed fe fond si.s3 ciel sasysehciceaeedyrididin setae nveteaiy iii deena nce _ = 209 209 
Private equity TULAS wsie.ac. seisseesvdeysr ses eeesesas deovsouazve se punsisnserusast Porausesas Goveeoseae tosteouee — a 126 126 
Realestate Tunds csi iininasandiiaaneanimatnianudssnyaiainasaiaiiates 10 — 52 62 
Diversified commodities fUNdS 00.0.0... cece eceecseeccesecseeeecesceeeceaecneeeeeeseeeceaeeneeneeeaees — 22 —— 22 


$ 732 $ 1,163 §$ 389 $2,284 


(a) Includes securities issued and guaranteed by U.S. and non-U.S. governments. 
(b) Primarily consists of securities issued by governmental agencies and municipalities. 
(c) Comprised of U.S. residential and commercial mortgage-backed securities. 


Cash and short-term investment funds consist of cash on hand and short-term investment funds that provide for daily 
investments and redemptions and are valued and carried at a $1 net asset value (NAV) per fund share. Cash on hand is 
classified as Level | and short-term investment funds are classified as Level 2. 


Equities consist of equity securities issued by U.S. and non-U.S. corporations as well as commingled investment funds that 
invest in equity securities. Individually held equity securities, which are traded actively on exchanges and have readily 
available price quotes, are classified as Level 1. Commingled fund values, which are valued at the NAV per fund share 
derived from the quoted prices in active markets of the underlying securities, are classified as Level 2. 


Fixed income investments consist of securities issued by the U.S. government, non-U.S. governments, governmental 
agencies, municipalities and corporations, and agency and non-agency mortgage-backed securities. This investment category 
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also includes commingled investment funds that invest in fixed income securities. Individual fixed income securities are 
generally priced on the basis of evaluated prices from independent pricing services, which are monitored and provided by the 
third-party custodial firm responsible for safekeeping plan assets. Individual fixed income securities are classified as Level 2 
or 3. Fixed income commingled fund values, which reflect the NAV per fund share derived indirectly from observable inputs 
or from quoted prices in less liquid markets of the underlying securities, are classified as Level 2. 


Other investments consist of exchange-traded real estate investment trust securities, as well as commingled fund and 
limited partnership investments in hedge funds, private equity, real estate and diversified commodities. Exchange-traded 
securities are classified as Level 1. Commingled fund values reflect the NAV per fund share and are classified as Level 2 or 
3. Private equity and real estate limited partnership values reflect information reported by the fund managers, which include 
inputs such as cost, operating results, discounted future cash flows, market based comparable data and independent appraisals 
from third-party sources with professional qualifications. Hedge funds, private equity and non-exchange-traded real estate 
investments are classified as Level 3. 


The following tables provide changes in financial assets that are measured at fair value based on Level 3 inputs that are 
held by institutional funds classified as: 


Private Real 
Fixed Hedge Equity Estate 
Income Funds Funds Funds Total 
(In millions) 

Balance at January 1, 2016.............ccccccccssssesseseesceeeecesenenececeseaescseseseseeeees $ 3 $ 216 $ 122 $ 52 $ 393 
Actual return on plan assets ..........cceseeeeeeeeeereeeeeeeeeeeeees — (7) 5 7 5 
Purchases, sales or other settlements (1) — (1) (7) (9) 
Net transfers in (out) of Level 3.0... ccceceeeeeeteeseeeeeeteenseeee — — — — — 

Balance at December 31, 2016 ....0.....0.cccccceccceseeceececessececneeeeceeeseeeenaee 2 209 126 52 389 
Actual return:On plan Assets yiss.i.s)- Zoatsaseaie dendsacs ehougadewendrousies dendvodeaveuseai sasete —_— 3 18 11 32 
Purchases, sales or other settlements ............cc:ccsccesssecsseesseeeseeeseees — (25) (4) 31 2 
Net transfers in (out) of Level 3.0... cee eececeseseeeeeceeeeeceeeeseeeaeeeseesseeaees (1) — — a (1) 

Balance at December 31, 2017 .0............ccccccccceccecesseceescececsseeesessseeessseeeesaee $ 1 §$ 187 $ 140 § 94 § 422 


We expect to contribute approximately $44 million to our funded pension plans in 2018. 


Estimated future benefit payments by the funded and unfunded pension plans, and the postretirement medical plan, which 
reflect expected future service, are as follows (in millions): 


$ 127 
142 
142 
141 
145 
748 


We also have several defined contribution plans for certain eligible employees. Employees may contribute a portion of 
their compensation to these plans and we match a portion of the employee contributions. We recorded expense of $22 
million in 2017 for contributions to these plans (2016: $25 million; 2015: $28 million). 


13. Exit and Disposal Costs 


In 2017, we incurred severance expense of $18 million (2016: $55 million; 2015: $13 million) and paid accrued severance 
costs of $48 million (2016: $52 million; 2015: $57 million). The severance expenses in 2017 resulted from certain asset 
disposals, as detailed in Note 2, Dispositions. In 2016 and 2015, severance charges related to a realignment of our 
organization structure communicated in November 2016 and a divestiture program announced in 2013, respectively. 
Severance charges were based on amounts incurred under ongoing severance arrangements or other statutory requirements, 
plus amounts earned under enhanced benefit arrangements. We recognized the expense associated with the enhanced 
benefits ratably over the estimated service period required for the employee to earn the benefit upon termination. 


In 2017, we incurred other facility and exit related costs of $14 million (2016: $-; 2015: $15 million) and settled $3 
millions of these costs (2016: $2 million; 2015: $21 million). The facility and other exit costs related to charges associated 
with the cessation of use of certain leased office space and contract terminations. 
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At December 31, 2017, we had accrued liabilities for severance costs of $6 million (2016: $36 million) and accrued 
liabilities for exit costs of $28 million (2016: $17 million). Of the accrued liabilities at December 31, 2017, all severance 
costs are expected to be paid in 2018 and the exit costs will be paid over the next several years. 


14. Income Taxes 


The provision (benefit) for income taxes from continuing operations consisted of: 


2017 2016 2015 
(In millions) 


United States 


Federal 
VITO TN 2 estat ner eactscy teas rts een gent tes dese cen ten ese sn oavents ceopene alas eases econ nen sane aes eave eesti $ (23) $ (27) $ (7) 
Deferred taxes:and other accruals sx.s.cicscads cesedst ents cednsneetdagoudscestiad sxdeceiecaasvaeserdens.disberksvekess (6) 1,948 (995) 
Oe es Geos eh ee aia ane en ete = 23 (61) 
(29) 1,944 (1,063) 
Foreign 
CUITON 2. iss cs casevscasdscutensiansd iv stds assdeoseaseacsseosesnsstexdsyesaenseeesyedeedses sie tuayed tutes Ceassbesns ieeaessisvesees 179 36 4 
Deferred taxes and other accruals ..0.....0....escecesesceseeeceeeeeseeseseeseceeeseeecaeeceevaeeareeseeeeeeaeeaees (1,987) 235 (231) 
(1,808) 271 (227) 
ST OVUetl secrsas tcsvecaayaielcteancncaeeeadidinoteadeantccaaeeek aie uae eseeaonses (1,837) 2315 (1,290) 
Adjustment of deferred taxes for foreign income tax law changes ...........:sceeseeseeeeeereeeeeeeees _— 7 (9) 
Total Provision (Benefit) For Income Taxes (a) ............cccccccccssesesesseseseceesesseseececsesees $ (1,837) $ 2,222 $ (1,299) 


(a) Includes charges of $3,749 million in 2016 to establish valuation allowances on net deferred tax assets. 


Income (loss) from continuing operations before income taxes consisted of the following: 


2017 2016 2015 
(In millions) 
UIC SEALS (CB) x wicesad cacecckc sean scesseccuetsnaedebnesteneceal cseudendeouds vebenncn canendas dads boacreaneneotubsavenhiodesteneuays $ (2,784) $ (2,431) §$ (2,728) 
POQRCU GM -accendisectdst inte vesdesencdectededatcaaes <dacdecutes <lavssbe ceded: cdavcadavel code slavagssialviaysadeuetouaes sda eaeevaeeees (2,994) (1,423) (1,530) 
Total Income (Loss) from Continuing Operations Before Income Taxes................... $ (5,778) $ (3,854) §$ (4,258) 


(a) Includes substantially all of our interest expense, corporate expense and the results of commodity hedging activities. 
The components of deferred tax liabilities and deferred tax assets at December 31 were as follows: 


2017 2016 
(In millions) 


Deferred Tax Liabilities 


Property, plant and equipment and investMent........... cc ceceseeeeseseceseeeceesecseeeceeesecseeseceeaeeeseeceesaeeecseeees $ (629) §$ (3,810) 

ONS ae cetetncats Sudevdlaadyae hs suicnse dyes tvede-vavawnde Audevae odpstdve Pevdeadestuedia cadeedyaa ths Seboaes dye a deutaete ave Weaaere pst dad (24) (255) 
Total Deferred ‘Tax Liabilities : iio. c..2s0003. dexdsves ccvsavecude sdvenshe dardesaeeduig ule Gavi eies ede danaeeseviuae he teal duces (653) (4,065 ) 

Deferred Tax Assets 

Net. operating loss icarryfor wards isc..ésesc.2e. tees saa. ceduest ends caeseies did sacotdeadal once teuguaeotseceaseat-vadiesdssesueesacstecedes 4,029 5,767 

AX CeCe CATT y LOT WAL AS fe stcet sac eese tds acs edee satetgs case (acatiee dete sadosest suas sedues creas deteenee cate tnaesecesneencsiee toctetiardace 138 164 

Property, plant and equipment and investMents............ecceseesceseeeecesecscesseeseceeceaecsseeseesecaecaeceeeeeeeeeeaes 746 834 

Accrued compensation, deferred credits and other liabilities... ccecceseeseeeeeeeeceseeseeseeseeeaeeneeeeeeeeees 283 526 


Asset retirement:obli pati Onis .y..35:si2s iced eis shiseadistrtems iene cians bee aaeniaenn a aseme ln den steaiieienieds 212 1,077 

OGL ioe sahscuestestavhsdgl saves vous vacate da tasauneausseastuenteesads dieaseuesaelads devivaevies didseeveaaeeiads Shesssuecbeeessuasevssae, Seaseres te 36 62 

Total Deferred Tax! ASSets sc:.icscsesesssivesoesseuesvas covssasnads cevescasveresvareseaeasiaevinans Gaueseleens wetaosaedeeiaans Geaeee 5,444 8,430 
Valiation allowances si sciseseisonsissaieia stan seria nid tangs Musas daiannsatiiaee aan ianeeaiainael (5,199) (5,450) 

Total deferred tax assets, net of valuation allowances ...........cccccceesseseesscecsesceseesseceeseecssseeseesseeeeaees 245 2,980 
Net Deferred Tax Assets (Liabilities) .........0..0.ccccccccccccsccssecssecssesecesecseeeecesecssecsseeeseeseatenseeseees $ (408) $ (1,085) 
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At December 31, 2017, we have recognized a gross deferred tax asset related to net operating loss carryforwards of 
$4,029 million before application of valuation allowances. The deferred tax asset is comprised of $1,386 million attributable 
to foreign net operating losses which begin to expire in 2024, $2,180 million attributable to U.S. federal operating losses a 
portion of which begin to expire in 2028, and the majority of which begin to expire in 2034, and $463 million attributable to 
losses in various U.S. states which began to expire in 2018. The deferred tax asset attributable to foreign net operating 
losses, net of valuation allowances, is $9 million. A full valuation allowance is established against the deferred tax asset 
attributable to U.S. federal and state net operating losses. At December 31, 2017, we have U.S. federal, U.S. state and 
foreign alternative minimum tax credit carryforwards of $53 million, which can be carried forward indefinitely, and 
approximately $15 million of other business credit carryforwards. The deferred tax asset attributable to these credits, net of 
valuation allowances, is $4 million. A full valuation allowance is established against our foreign tax credit carryforwards of 
$70 million, which begin to expire in 2018. 


As of December 31, 2017, the Balance Sheet reflects a $5,199 million valuation allowance against the net deferred tax 
assets for multiple jurisdictions based on application of the relevant accounting standards. Hess continues to maintain a full 
valuation allowance against its deferred tax assets in the U.S., Denmark (hydrocarbon tax only), Malaysia, and Guyana. 
Management assesses the available positive and negative evidence to estimate whether sufficient future taxable income will 
be generated to permit the use of deferred tax assets. The cumulative loss incurred over the three-year period ending 
December 31, 2017 constitutes significant objective negative evidence. Such objective negative evidence limits our ability to 
consider subjective positive evidence, such as our projections of future taxable income, resulting in the recognition of a 
valuation allowance against the net deferred tax assets for these jurisdictions. The amount of the deferred tax asset 
considered realizable, however, could be adjusted if estimates of future taxable income change or if objective negative 
evidence in the form of cumulative losses is no longer present and additional weight can be given to subjective evidence. 


The enactment of U.S. federal tax reform, commonly referred to as the U.S. Tax Cuts and Jobs Act (“Act”), provided for 
broad changes to the taxation of both domestic and foreign operations. The provisions of the Act, including its extensive 
transition rules, are complex and interpretive guidance continues to develop. Final application of the Act to our operations 
and financial results may differ from that for which we have provisionally provided as of December 31, 2017. Changes could 
arise as regulatory and interpretive action continues to clarify aspects of the Act and as changes are made to estimates that the 
Corporation has utilized in calculating the transition impacts. No U.S. federal tax has been accrued on the deemed 
repatriation of unremitted earnings of our foreign subsidiaries. A decrease in the U.S. federal corporate tax rate to 21% from 
35% resulted in a $1,476 million reduction to our U.S. federal net deferred tax asset as of December 31, 2017, with a 
corresponding reduction in the previously established U.S. valuation allowance. A deferred tax liability of $110 million no 
longer meets the recognition criteria with the transition to a territorial regime for U.S. taxation of foreign earnings and has 
been derecognized, with a corresponding adjustment to the valuation allowance against the U.S. federal net deferred tax asset. 
Under the transition rules related to the repeal of the alternative minimum tax regime, an alternative minimum tax credit 
carryforward of $4 million will be refundable if not used to offset regular tax liability. The previously established valuation 
allowance against this credit carryforward has been released. Consequently, these tax law changes resulted in a net $4 
million increase to net deferred tax asset on the balance sheet and benefit to deferred tax expense. 


In the Consolidated Balance Sheet, deferred tax assets and liabilities are netted by taxing jurisdiction and are recorded at 
December 31 as follows: 


2017 2016 
(In millions) 
Deferred mcome taxes (long-term ASSet) os..s.iesiseveccevsacsasssesusess sendeosensesesdsaveseounasncante steass snsdeneness seats deateosnsent $ 21 $ 59 
Deferred income taxes (long-term lability) 00... cee ceeesccsseeeeecseeseeeceeeseceececseeecsevseceeeecsassesseveeseeeneeaeeneeas (429) (1,144) 
Net Deferred Tax Assets (Liabilities) 000.000... ee ceeceecesseceneceeecesseecseceaecseneesaeecaeceeeeeneecnaeceeeesnes $ (408) §$ (1,085) 
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The difference between our effective income tax rate from continuing operations and the U.S. statutory rate is reconciled 
below: 


2017 2016 2015 

UES eStattitory Tate: .: sis ieus. vavedsenseveonseshvaed eluseseraediecsdeendadipecivasstaaesaverteent sayecianeteannss exes oneal 35.0 % 35.0 % 35.0 % 
Effect of foreign Operations (a) ..........cesesesescssseecseeecseescsevsecsessesecsaeeecsaescsaeeecsaeseeneesesaeeaees 17.4 4.6 5.9 
State income taxes, net of Federal income tax .........cceccceesscesseceseceeececseceseeeseeecssecsseeeeeesnes — 1.9 0.9 
Change in enacted tax laws (b) oo... cee eeeseeeereeeeeseeeeneeeeneeee (23.6) (0.2) 0.2 
Valuation allowance adjustment with tax law change (b) 23.6 = = 
Rate differential on U.S. impairment «0.0.0... eee centres (4.1) = — 
Gains‘on asset sales; neti: icc. scaveiesce.veacsadicescsiesceastadsdsssial sbacadevans slavdhteceisuaes ddastadeaiieaneideceiuee (2.2) — (0.2) 
Ti AsC HAST oF essncos censteene beds odeeaneuntes sheen exh cnndhses te eu Sess caaeepslen cin sausaleactndatts edhcnsdsadtesscandeaeytenduonests — (2.1) (12.2) 
Valuation allowance on current year OperatiONns ......... cc seeeseeeceseeecreeeceeeeeceeeeeceeeseeeeeeneeeees (14.9) — — 
Valuation allowance against previously benefitted deferred tax assets..........cceeeeeeeeeees 0.1 (97.3) (3.1) 
Benefit of legal entity restructuring 0.0.0... eee seceeeeceeeeeceeeseeeceseseeseceeseeecaseecneveesaeeaees — — 3.5 
OSE ses setcass caste cence duest ste fle Sakdeade Sbusasd co egwen nes dtucssh ehveralianedesstous suydaasdsleusbes <astvecs agues teedsensd 0.5 0.4 0.5 

DO t all casts scehec eh va pdecseatyenss elie ivan pi aida Haye Weenie. Sei dee aie shee ae eae 31.8 % (57.7) % 30.5 % 


(a) The variance in effective income tax rates attributable to the effect of foreign operations primarily resulted from the mix of income among high and low 
tax rate jurisdictions. 

(b) The enactment of the U.S. Tax Cuts and Jobs Act provided for a decrease in the corporate tax rate to 21% from 35% and a change to a territorial tax 
regime, resulting in a net $1,366 million reduction to our U.S. net deferred tax asset as of December 31, 2017, with a corresponding reduction in the 
previously established U.S. valuation allowance. 


Below is a reconciliation of the gross beginning and ending amounts of unrecognized tax benefits: 


2017 2016 2015 
(In millions) 

Balance at Jamuary: 1 weisccdscie.dicisessccasssescaaccassbescaessacscdensdassdiuastesuessnaeicssdeesndsssassatesaassaceveaseedecieees $ 424 $ 604 $ $603 
Additions based on tax positions taken in the current Yea ..........ccceseseeeeeeeteeeeeeteeeeeeeeeeees 14 19 19 
Additions based on tax positions Of PriOr Years ..........ccccceccesecsseeseeseeeeceaeeseeseeeeeeeeeseeseeeeenees 4 113 29 
Reductions based on tax positions Of PriOr Years .........ceceseeeeceeeecseeeeeeeeeceeeeeeeeaeteteeeeeeaeeaes (147) (274) (31) 
Reductions due to settlements with taxing authorities ............cccccceccceeeceeceeeseeeeeeeeeeeceeeeeeees (85) (27) (12) 
Reductions due to lapses in statutes of limitation 0.0.0... eececeseeeeeeceeeceseceeeeeeeeeeeeeseeneeneees (5) (11) (4) 

Balance:at December 31 iis. cia. nveisasetivaetsucresseviscaaiiusan tetstanrnh nian atienndistetaas $ 205 $ 424 $ 604 


The December 31, 2017 balance of unrecognized tax benefits includes $30 million (2016: $233 million) that, if 
recognized, would impact our effective income tax rate. Over the next 12 months, it is reasonably possible that the total 
amount of unrecognized tax benefits could decrease between $58 million and $139 million due to settlements with taxing 
authorities or other resolutions, as well as lapses in statutes of limitation. At December 31, 2017, our accrued interest and 
penalties related to unrecognized tax benefits is $23 million (2016: $29 million). 


We are no longer indefinitely reinvested with respect to the book in excess of tax basis in the investment in our foreign 
subsidiaries. Because of U.S. tax reform we expect that the future reversal of such temporary differences will occur free of 
material taxation. 


We file income tax returns in the U.S. and various foreign jurisdictions. We are no longer subject to examinations by 
income tax authorities in most jurisdictions for years prior to 2005. 


15. Discontinued Operations 


Discontinued operations in the Statement of Consolidated Income and the Statement of Consolidated Cash Flows reflects 
the results of our ownership in an energy trading partnership through the date of disposal in February 2015, which was part of 
our former Marketing and Refining segment. 


16. Common and Preferred Stock Issuance 


In February 2016, we issued 28,750,000 shares of common stock and depositary shares representing 575,000 shares of 8% 
Series A Mandatory Convertible Preferred Stock (Convertible Preferred Stock), par value $1 per share, with a liquidation 
preference of $1,000 per share, for total net proceeds of approximately $1.6 billion after deducting underwriting discounts, 
commissions, and offering expenses. The dividends on the Convertible Preferred Stock are payable on a cumulative basis. 
Unless converted earlier, each share of Convertible Preferred Stock will automatically convert into between 21.822 shares 
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and 25.642 shares of our common stock based on the average share price over a period of twenty consecutive trading days 
ending prior to February 1, 2019 (the “Final Average Price”), subject to anti-dilution adjustments. See Note 17, Outstanding 
and Weighted Average Common Shares. 


We also entered into capped call transactions that are expected generally to reduce the potential dilution to our common 
stock upon conversion of the Convertible Preferred Stock if the Final Average Price exceeds $45.83 per share, subject to anti- 
dilution adjustments. The number of common shares to be delivered by the counterparties to us will be the value of the 
capped call transactions at conversion divided by the Final Average Price. The value of the capped call transactions will be 
zero if the Final Average Price is $45.83 or less and can be up to the capped value of approximately $98 million if the Final 
Average Price is $53.625 or higher. For any Final Average Price between $45.83 and $53.625, the value of the capped call 
transactions will be 12.55 million covered shares multiplied by the difference between the Final Average Price and $45.83. 
The premium paid for the capped call transactions was $37 million, which was recorded against Capital in excess of par in 
the Statement of Consolidated Equity. 


17. Outstanding and Weighted Average Common Shares 


The following table provides the changes in our outstanding common shares: 


2017 2016 2015 
(In millions) 

Balance at Jamuary 1 oo........cececccceesceeeceeceseescesseeseceaecaseeseeseceaeceaecaesaeseceaecnaeeaeeereeaeeeeeeaeees 316.5 286.0 285.8 
Shares 18suled is. csscssesiessndeseastins Hadvads catcdecases seeesens dave aacsin aac tacdeseek aasans cdatants caeesecs — 28.8 — 
Activity related to restricted stock awards, Net ..........cceeeecseeseesceseeeceeeeceseeeceeeeeeneeeeeeeeas 0.8 1.1 0.8 
SLOCK OPHONS EXCL ClSSd 5 5. wva sain cedesdenes acs esite nes adanedscecusiiey cat sasdvectesedsaducesainesnietevtenatedaasets 0.2 0.2 0.2 
PS UVES ted aga socstver plc doesepecsinss is ceasuvece atte pai Seieten usaanpcaiaapde da eatay ini aiests DaeEaaTio des 0.2 0.4 0.6 
Shares ‘repurchased:( a), i cscsieatsatsidlecagsaesacscesclae.cdeacesdseded ivescdiveesdveccessueds cans tbenaapeicesesceagsuts (2.6) — (1.4) 

Balance at December: 31 oiscicscsscsessacecicssesssteciessesasiusisycdscpsnpessevssvesiesdensssacsendovesseaabscsiaaienel 315.1 316.5 286.0 


(a) See Note 18, Share Repurchase Plan. 
The following table presents the calculation of basic and diluted earnings per share: 


2017 2016 2015 
(In millions, except per share amounts) 


Net Income (Loss) Attributable to Hess Corporation Common Stockholders: 


Income (loss) from continuing operations, net of INCOME taXeS..........eceeeeeeseeeeeeteeteeteeeeees $ (3,941) §$ (6,076) $ (2,959) 
Less: Net income (loss) attributable to noncontrolling interests ............cceeeeseeseeeeeteeee 133 56 49 
Net income (loss) from continuing operations attributable to Hess Corporation........ (4,074) (6,132) (3,008) 
Less: Preferred stock dividends «jsictsceiciessutscesscoasudeverscaas csesticecedcsteonteseiestes dastaceise 46 4] — 
Net income (loss) from continuing operations attributable to Hess Corporation Common 
SLOCKNOl der Sv. 5. ..5ils: cawessusans cevaescesdexeuse sauaebaensasnstensesavesnss siveabiteds Gaxteanadeviedenes eusbeaans teeteonenel sess (4,120) (6,173) (3,008) 
Income (loss) from discontinued operations, net of income taxes ae — — (48) 
Net income (loss) attributable to Hess Corporation Common Stockholders..............:0006 $ (4,120) $ (6,173) $ (3,056) 


Weighted Average Number of Common Shares Outstanding: 
BASiC sass cexiceenst covesuss saves te divasnzs ves seSleude couneasdondiasesaveasde Gveaesanas ecbeotss dvauenesanmeagttyeeoanaseons 314.1 309.9 283.6 
Effect of dilutive securities 
IREStricted COMMON SLOCK sige sess0hcssteiseesete draped dca hve tenes draws avert ees _ — —_ 
STOCK: OPEIOM S 2a. siadsiget styskyedvensdugvedecen sa pevsavead cavesoigateaysnjotyaesivsa huadedsipeseaueapeusenseasenevcensane? — — — 
Pérformance:Share Umit 5.35. sexc.ucssivesienass coxessaaceneonds aedesvaseds decasbanschaaaatonaaetasasecaeasearecs — —- — 
Mandatory Convertible Preferred Stock ..........cccceecessseescesececeeeseeeeecesecaeeseeseeseeeaeeass — — — 


| D iDhbiCarc Oars ree tre petereers ceprererer eres cechere rrr eererioeterrereertrrrecrecrs trreteteres Mere err rercert eres 314d 809.9 283.6 
Net Income (Loss) Attributable to Hess Corporation per Common Share: 
Basic: 
CONTINUING OPETAtlONS s,s sersseveedesurosevasecons siavssvucessyavseys ge vdsoes ceatesuedes deateourseo¥less vereseunias $ (13.12) $ (19.92) § (10.61) 
Discontinued ‘Operatton siege: nerd saree pees acevinan savas anaianaeanel ess — — (0.17) 
Net income (loss) per COMMON Share..........cccecsseeeeseeseseeeeeceesescseeseseeeeeeeeseeeeeceeneeaeeneeaes $ (13.12) $ (19.92) § (10.78) 
Diluted: 
Continuing Operations ..........cccsesseeeescsseseseeecseeseecseeeeaeeececseeseeeeecseaececseeeaeereeeeearaeets $ (13.12) $ (19.92) §$ (10.61) 
Discontinued OperatlOnsssisscsdsucay son seiageisied seeds pin eeanee estes ese see _— _ (0.17) 
Net income (loss) per CommMON Share...........ccecssesseseeeeseeeeecseeseecseeeeseeeeseeeseeeeecseneeaeseneeaes $ (13.12) $ (19.92) § (10.78) 
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The following table summarizes the number of antidilutive shares excluded from the computation of diluted shares: 


2017 2016 2015 
Antidilutive shares: (In millions) 
Restricted ‘common Sto che scisisizs cosecbascescaecads asessnce stacks, daccaasuee.cgisuacs cease dassdecsdeacas sceveszectizibestze 3.3 3.3 2.9 
LOC OPH ONS cea ncentectuat ee face capa cnccadecanetaascatessiersaststesneeneresicscesneucesecusnacdets scesnataataceectewsauescaatie 6.4 6.9 6.9 
Performarice: share: units c..:sisses dated: cosssnasddsdlasstancisvsideceiduacs veaveitsaes dasetdevedtei ss stocedsianseieeneves 0.6 0.9 1.0 
Common shares from conversion of preferred StOCK .........c.cceeseceseseeeeeeeseteeeeeeeeeteteeseeeeees 12.8 11.2 — 


In 2017, 2016 and 2015, cash dividends declared on common stock totaled $1.00 per share ($0.25 per quarter). 


18. Share Repurchase Plan 


In March 2013, our Board of Directors authorized the repurchase of up to $4.0 billion in aggregate purchase price of our 
common stock. In May 2014, the Board of Directors approved an increase in the program to $6.5 billion. Repurchases under 
this program to date have been as follows: 


2017 2016 2015 To Date 
(In millions, except per share amounts) 
Total: costof shares repurchased .:.,..4.:0.sisecosernsesassepanstoesasenensevesate cexeeseedevrexeene $ 120. $ — §$ 91 § 5,471 
Total number of shares repurchased .0..........ccceeeseceseeeceeeeeeeeeeceeeeeeeeseeeeeeeneeeees 2.63 _ 1.45 66.74 
Average cost per share (including transaction fees).........:.:ssseceseseeeeseseeeeeeeees $ 45.67 $ — $ 62.76 § 81.96 


As of December 31, 2017, we are authorized, but not required, to purchase additional common stock up to a value of 
$1.03 billion. In 2018, we plan to repurchase approximately $380 million of common stock. 


19. Supplementary Cash Flow Information 


The following information supplements the Statement of Consolidated Cash Flows: 


2017 2016 2015 


(In millions) 


Cash Flows From Operating Activities 
Interest paid a. ciccsiscvescusas cdactudavascescontssesesuceseeucnts satesade Siesskes tate odbsnesCakhoatactsvescecstesves fatsseasventexts $ (314) $ (338) $ (331) 
Netincome taxes (paid) refunded. 1:..ts. 2: sessed zisoepueusssusseuhentasade chyessacatesausstancebeed foneecebeeude (210) 132 (140) 


Cash Flows From Investing Activities 


Capital expenditures incurred - E&P ......cecceesesesseseseeseeeecseeseseseeceseeeceeseeseeesecaeeeeeeaeeeeaeeres $ (1,852) § (1,638) $ (3,749) 
Incréase:(decrease) in related. liabilities ..2:.sscccd. ces sesesessscveasds desesecstes stesvccesavaeandeas snvenesseasende 64 (336) (203) 
Additions to property, plant and equipment - E&P... eee ete eeeeeee $ (1,788) $ (1,974) $ (3,952) 
Capital expenditures incurred — Midstream .0......ccccceeseeeeecseeseeeeseseeeceeeeseeeeetseeeeecaeeneaeeees $ (121) $ (283) § (300) 
Increase (decrease) in related liabilities .......... eee ccceesceecceseceeesceseeseceaecseeeeceseceaecnecseeeeeeaees (28) 6 (69) 
Additions to property, plant and equipment — Midstream........0..00.0. eee $ (149) $ (277) §$ (369) 


Cash Flows From Financing Activities 


Contribution from formation of Midstream joint Venture ..........cccececeeseeeeceseeecnseeseeeeeeeeeees $ == '§ — $ 2,628 
Distributions to noncontrolling interests ..0.......c.cccceecceseeseeeceeseesececeeeecaeeeeeeeeeseceaeeseeeeeeeeaees (243) (23) (332) 
Noncontrolling interests, net related to Continuing operations ...................:eee $ (243) $ (23) $ 2,296 
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20. Leased Assets 


We and certain of our subsidiaries lease drilling rigs, office space and other assets for varying periods under contractual 
obligations accounted for as operating leases. Operating lease expenses for drilling rigs used to drill development wells and 
successful exploration wells are capitalized. At December 31, 2017, future minimum rental payments applicable to 
non-cancelable operating leases with remaining terms of one year or more (other than oil and gas property leases) are as 
follows (in millions): 


$ 387 
376 
130 
71 
70 
Remaining years 276 
Total Minimum Lease Payments ................ccecccecccscescessceecssecseeeecesecuaeeseeseceaecaecaaecsesseceaecsaecaeeseceaecaaecaeeeeeeceaeesaeeaeeneee ees 1,310 
Less: Income trot subleases: visscsisvv.ccsssacexencescssdaccats dassdsvsatecescsscoxbecsats<eaceatsabs xtecsicagtieabts ctassbee dacs <dbewakavtacnitasdeosa scat 99 
Net Minimum: Lease Payments :scscsicc2. sesiss.ccessesceedscstavds Sesisyccddaea ces scuusded sattavsanes Save pes deveaaaeioeias leneai sda capsanadeisaeaniices $ 1,211 
Rental expense was as follows: 
2017 2016 2015 
(In millions) 
Total rental expenses sssics.bassiessieniisdeasanyh tae asawnisiavisiendsdaiseeaneaeieaenyatanrees $ 123 $ 106 $ 167 
Less: Income from subleases ... 10 5 10 
Net Rental’ Expense :c5 cisics5: dsccadscsacrans ciscesrnieaniesstbe aint a ae dain aaa. ences $ 113. $ 101. $ 157 


21. Guarantees, Contingencies and Commitments 
Guarantees and Contingencies 


At December 31, 2017, we have $31 million in letters of credit for which we are contingently liable. In addition, we are 
subject to loss contingencies with respect to various claims, lawsuits and other proceedings. A liability is recognized in our 
consolidated financial statements when it is probable that a loss has been incurred and the amount can be reasonably 
estimated. If the risk of loss is probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably 
possible, a liability is not accrued; however, we disclose the nature of those contingencies. We cannot predict with certainty 
if, how or when existing claims, lawsuits and proceedings will be resolved or what the eventual relief, if any, may be, 
particularly for proceedings that are in their early stages of development or where plaintiffs seek indeterminate damages. 
Numerous issues may need to be resolved, including through lengthy discovery, conciliation and/or arbitration proceedings, 
or litigation before a loss or range of loss can be reasonably estimated. Subject to the foregoing, in management’s opinion, 
based upon currently known facts and circumstances, the outcome of such lawsuits, claims and proceedings, including the 
matters described below, is not expected to have a material adverse effect on our financial condition. However, we could 
incur judgments, enter into settlements, or revise our opinion regarding the outcome of certain matters, and such 
developments could have a material adverse effect on our results of operations in the period in which the amounts are accrued 
and our cash flows in the period in which the amounts are paid. 


We, along with many companies that have been or continue to be engaged in refining and marketing of gasoline, have 
been a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of similar 
lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the U.S. against producers 
of MTBE and petroleum refiners who produced gasoline containing MTBE, including us. The principal allegation in all 
cases was that gasoline containing MTBE is a defective product and that these parties are strictly liable in proportion to their 
share of the gasoline market for damage to groundwater resources and are required to take remedial action to ameliorate the 
alleged effects on the environment of releases of MTBE. The majority of the cases asserted against us have been settled. 
There are four remaining active cases, filed by Pennsylvania, Vermont, Rhode Island, and Maryland. In June 2014, the 
Commonwealth of Pennsylvania and the State of Vermont each filed independent lawsuits alleging that we and all major oil 
companies with operations in each respective state, have damaged the groundwater in those states by introducing thereto 
gasoline with MTBE. The Pennsylvania suit has been removed to Federal court and has been forwarded to the existing 
MTBE multidistrict litigation pending in the Southern District of New York. The suit filed in Vermont is proceeding there in 
a state court. In September 2016, the State of Rhode Island also filed a lawsuit alleging that we and other major oil 
companies damaged the groundwater in Rhode Island by introducing thereto gasoline with MTBE. The suit filed in Rhode 
Island is proceeding in Federal court. In December 2017, the State of Maryland filed a lawsuit alleging that we and other 
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major oil companies damaged the groundwater in Maryland by introducing thereto gasoline with MTBE. The suit filed in 
Maryland was filed in state court, but has not been served to date. 


In September 2003, we received a directive from the New Jersey Department of Environmental Protection (NJDEP) to 
remediate contamination in the sediments of the Lower Passaic River. The NJDEP is also seeking natural resource damages. 
The directive, insofar as it affects us, relates to alleged releases from a petroleum bulk storage terminal in Newark, New 
Jersey we previously owned. We and over 70 companies entered into an Administrative Order on Consent with the 
Environmental Protection Agency (EPA) to study the same contamination; this work remains ongoing. We and other parties 
settled a cost recovery claim by the State of New Jersey and also agreed with EPA to fund remediation of a portion of the site. 
On March 4, 2016, the EPA issued a Record of Decision (ROD) in respect of the lower eight miles of the Lower Passaic 
River, selecting a remedy that includes bank-to-bank dredging at an estimated cost of $1.38 billion. The ROD does not 
address the upper nine miles of the Lower Passaic River or the Newark Bay, which may require additional remedial action. 
In addition, the federal trustees for natural resources have begun a separate assessment of damages to natural resources in the 
Passaic River. Given that the EPA has not selected a remedy for the entirety of the Lower Passaic River or the Newark Bay, 
total remedial costs cannot be reliably estimated at this time. Based on currently known facts and circumstances, we do not 
believe that this matter will result in a significant liability to us because there are numerous other parties who we expect will 
share in the cost of remediation and damages and our former terminal did not store or use contaminants which are of the 
greatest concern in the river sediments and could not have contributed contamination along most of the river’s length. 


In March 2014, we received an Administrative Order from EPA requiring us and 26 other parties to undertake the 
Remedial Design for the remedy selected by the EPA for the Gowanus Canal Superfund Site in Brooklyn, New York. The 
remedy includes dredging of surface sediments and the placement of a cap over the deeper sediments throughout the Canal 
and in-situ stabilization of certain contaminated sediments that will remain in place below the cap. EPA has estimated that 
this remedy will cost $506 million; however, the ultimate costs that will be incurred in connection with the design and 
implementation of the remedy remain uncertain. Our alleged liability derives from our former ownership and operation of a 
fuel oil terminal and connected ship-building and repair facility adjacent to the Canal. We indicated to EPA that we would 
comply with the Administrative Order and are currently contributing funding for the Remedial Design based on an interim 
allocation of costs among the parties. At the same time, we are participating in an allocation process whereby a neutral 
expert selected by the parties will determine the final shares of the Remedial Design costs to be paid by each of the 
participants. 


On September 28, 2017, we received a general notice letter and offer to settle from the U.S. Environmental Protection 
Agency relating to Superfund claims for the Ector Drum, Inc. Superfund Site in Odessa, TX. The EPA and Texas 
Commission on Environmental Quality (TCEQ) took clean-up and response action at the site commencing in 2014 and 
concluded in December 2015. The site was determined to have improperly stored industrial waste, including drums with oily 
liquids. The total clean-up cost incurred by the EPA was approximately $3.5 million. We were invited to negotiate a 
voluntary settlement for our purported share of the clean-up costs. Our share, if any, is undetermined. 


From time to time, we are involved in other judicial and administrative proceedings, including proceedings relating to 
other environmental matters. We cannot predict with certainty if, how or when such proceedings will be resolved or what the 
eventual relief, if any, may be, particularly for proceedings that are in their early stages of development or where plaintiffs 
seek indeterminate damages. Numerous issues may need to be resolved, including through potentially lengthy discovery and 
determination of important factual matters before a loss or range of loss can be reasonably estimated for any proceeding. 


Subject to the foregoing, in management’s opinion, based upon currently known facts and circumstances, the outcome of 
the aforementioned proceedings are not expected to have a material adverse effect on our financial condition, results of 
operations or cash flows. 


Unconditional Purchase Obligations and Commitments 


The following table shows aggregate information for certain unconditional purchase obligations and commitments at 
December 31, 2017, which are not included elsewhere within these Consolidated Financial Statements: 


Payments Due by Period 
2019 and 2021 and 
Total 2018 2020 2022 Thereafter 
(In millions) 
Capital expenditures :vicisce. a. citeahvacieteab en dabei aldacds $ 1,260 $ 563 $ 531 $ 166 $ — 
Operating CXPeNses .........eeeeceeeeseeseeseeeeceeeeeeeeeeeetecnaeeneeeees 412 230 121 39 22 
Transportation and related contracts ..........:cccecceeeeteeteeseeneees 1,221 210 390 374 247 
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22. Segment Information 


We currently have two operating segments, Exploration and Production (E&P) and Midstream. The E&P operating segment 
explores for, develops, produces, purchases and sells crude oil, natural gas liquids and natural gas. Production operations over the 
three years ended December 31, 2017 were primarily in the United States (U.S.), Denmark, the JDA and Malaysia, and from 
divested assets, including Equatorial Guinea and Norway. The Midstream operating segment provides fee-based services 
including crude oil and natural gas gathering, processing of natural gas and the fractionation of natural gas liquids, transportation 
of crude oil by rail car, terminaling and loading crude oil and natural gas liquids, and the storage and terminaling of propane, 


primarily in the Bakken shale play of North Dakota. All unallocated costs are reflected under Corporate, Interest and Other. 


The following table presents operating segment financial data for continuing operations (in millions): 


Exploration Corporate, 
and Interest 

2017 Production Midstream and Other  Eliminations Total 
Operating Revenues - Third-parties...........ceceececereeecreeeeeeeeeeneeeeeees $ 5,460 $ 6 $ — §$ — $ 5,466 
Tritersepmientt REVENUES sic. -ceusvsresecsuconcgestosetentanenecnegedensudsnseesncenconsrosses _— 611 _— (611) _— 

OpEratin P!REVENUES craic. Aeesecs seecesarecttns badkectuns ddghesadveseeasds teievesten $ 5,460 $ 617 $ — $ (611) $ 5,466 
Net Income (Loss) from Continuing Operations Attributable to 
Ns Lerstota 0) g (0) ¢: 180050 Upeeeere eee Rear erty eee rerertetrey Ferenc eet perperer cre rer tere erererre reer $ (3,653) $ 42 $ (463) $ — $ (4,074) 
Trnterest Expenses. ssvisssossssesssiesvesiasesienss sucssusacs seateosnsevtaisade sdsovevesieasetes —_— 26 299 _ 325 
Depreciation, Depletion and Amortization...........ccccceeceeseeseeteereeeeeeees 2,736 123 24 — 2,883 
Timpairimentits:. secvescivsecsnts ceensees tistesdsves cdacue ba saccsaas Seassuas candsias devncvaeecieesees 4,203 — — —_ 4,203 
Provision (Benefit) for Income Taxes (8).......:c:ceceeseeseeetenseeeeeeeeeenes (1,842) 31 (26) — (1,837) 
Investment in Affiliates 134 —_ _ _ 134 
Identifiable Assets .........:cccescceseesceesceeeceeccescesscesecaecseeeeesseeneeeseeeensens 15,613 3,329 4,170 —_ 23,112 
Capital EXpenditures : ississi..c. ceasavecsesisyacsqedtulesantensinn beaseee nesene dade 1,852 121 _ _ 1,973 
2016 
Operating Revenues - Third-parties............cccccecececeseeseseeseeseeeeeeeeeees $ 4,755 $ 7 $ — §$ — $ 4,762 
Intersegment ROVeNUES...........cecceeceeeeceeeeeeeecseecseecereesstecnaeenteeeseeenaeens — 562 — (562) — 

Operating REVENUES 20... ceceeseeseseeeeeeseseeeeeeseeeeeeseaeecaeeseaeeeteeeenees $ 4,755 $ 569 § — $ (562) $ 4,762 
Net Income (Loss) from Continuing Operations Attributable to 
Hess Corporation.... $ (4,964) $ 42 §$ (1,210) $ — $ (6,132) 
Interest Expense’ ..ccssssossssssssssrecsvesss sesseoseaees — 19 319 — 338 
Depreciation, Depletion and Amortization .......0...ccccceecceceteereeseeeees 3,113 121 10 — 3,244 
TiMPAICMMentt 56 sp seese edad oli sa secesevvstandease raves edeeestessssdeerdis tasdevad einnseteons suevsdn — 67 _ _ 67 
Provision (Benefit) for Income Taxes ..........:.ccccceeseescesceeeceseeseeseeeeees 1,587 26 609 — 2,222 
Investment in Affiliates 0.0.0... eecesecsseseeeeceeeceeceeseeseceeceseeseeseeesees 146 — — — 146 
Identifiable ASSets .........c:cccccccccceesceseeseceessececesseeeesseceesaeeecssessessseeeeaaees 22,856 3,165 2,600 — 28,621 
Capital Expenditures « .issssssecs cdscsads caasiecents caccsdestdeveassans sdacssteisnctecsacsceeve 1,638 283 — — 1,921 
2015 
Operating Revenues - Third-parties..........cccccsceceesseteeeeecreeseeeeeeseeeeees $ 6,627 $ 9 $ — $ — $ 6,636 
Intersegment ROVeNUES............ccceeeceesseceteeeeeeeeeceeecereeestecssecnteeeseeenaeens — 625 — (625) — 

Operating REVENUES 20.0... cc eceecseesesetecseeseseeeeeeseseeecneseecseeseaeeeteesenees $ 6,627 $ 634 § — $ (625) $ 6,636 
Net Income (Loss) from Continuing Operations Attributable to 
Hess Corporation sis s.scsescvinraave wadinasannouin edwin cseniears $ (2,727) $ 96 $ (377) $ — $ (3,008) 
Tterest Expense s.ssvisscssesstncenes costenss sasessvencs susssectseauranssen senshasnderdoseoneons — 10 331 — 341 
Depreciation, Depletion and Amortization... cee eeseeereeeeneeeeeees 3,833 107 15 _ 3,955 
MMP AINMSN Eee sess csyensres che fesienscehs Cevecess sluan teens cousaas Cavtnsstaws Cencessestausieesaaye 1,616 — — — 1,616 
Provision (Benefit) for Income Taxes (1,117) 58 (240) — (1,299) 
Capital Expenditures sscccsielids cuss sncscescuacsedsccessecstenncasscescdsssacnidecuectecsneins 3,749 300 — — 4,049 


(a) The provision for income taxes in the Midstream segment in 2017 is presented before consolidating its operations with other U.S. activities of the 


Company and prior to evaluating realizability of net U.S. deferred taxes. An offsetting impact is presented in the E&P segment. 
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The following table presents financial information by major geographic area: 


Asia and Corporate, 
United Other Interest 
States Europe Africa Countries and other Total 
(In millions) 
2017 
Operating TEVENUES :...2écccccasseseusescecescessoiessscresvsstsasneadens es $ 3,692 $ 629 §$ 675 §$ 470 $ — $ 5,466 
Net income (loss) from continuing operations attributable 
to Hess ee ae wadvisteavesssaaivets a i idaenescigenceesosatesbetaaeeteas (2,433) (1,383) sid Ga) (463) (4,074) 
Depreciation, depletion and amortization ..........:ceeeeeees 1,942 381 263 273 24 2,883 
Tamipairimenitc. cci.assssescicssscadersssesvecacitvesgatesvaaasevisiarsasestassvavenas 1,700 2,503 — — — 4,203 
Provision (benefit) for INCOME taXeS «0... eeeeeeteeeteeeteenee — (1,999) 197 (9) (26) (1,837) 
Identifiableassets ioe 32icds Gaede aes 13,640 1,024 428 3,850 4,170 23,112 
Property, plant and equipment (Net) ..........eeseeeseeeeeeeeeeees 11,894 946 365 2,964 23 16,192 
Capital expenditures ..sicccsissiecnteccssstssessciseidinssrassciansecnedens 1,387 141 30 415 —_— 1,973 
2016 
Operatitig TEVENUES iis scescssesteiensiccnvvnuaaicninnienncans $ 3,085 $ 610 $ 601 $ 466 $ — $ 4,762 
Net income (loss) from continuing operations attributable 
to Hess ee Hise ie ro ere (2a) ee) (28) is) Ge) (182) 
Depreciation, depletion and amortization ...........:eeeeeeeeees 2,133 502 375 224 10 3,244 
Impairment. .c2ss duis ecient cid anon nana r ences 67 — — — — 67 
Provision (benefit) for income taxes... eee 411 243 244 715 609 2,222 
Identifiable: assets s...c.ssccsehvcessccdeheeiensicleei renee 16,096 5,180 1,507 3,238 2,600 28,621 
Property, plant and equipment (net) (a) ...... eee 14,596 4,907 1,266 2,779 47 23,595 
Capital expendituress. ..2260..iss.cisecessearscteietiesneceacetasssieane 1,400 59 10 452 — 1,921 
2015 
OperatinP Te vVEnues 3 s:sescessssesctisensstssardicassnatecteaeetaeeeress $ 4,150 $ 870 = $ 945 § 671 =§ — $ 6,636 
Net income (loss) from continuing operations attributable 
to Hess ee suciesvisuyeucues ee saneapesdsestentvewensutectensys (e74) Me) Gi) ns) oe 32008) 
Depreciation, depletion and amortization ...........:cceeeeeees 2,449 635 539 ale 15 3,955 
IMpPawrMent.. avs ovis Nseceyasstsc Rites nwa tence 986 279 100 251 — 1,616 
Provision (benefit) for income taxes... eee (522) (84) (48) (405) (240) (1,299) 
Capital expenditures ss ...:-csscssiiciescesstoyssst eesare tee stastcugoszeeaets 2,727 297 160 865 — 4,049 


(a) Of the total Europe, Property, plant and equipment (net), Norway represented $3,893 million in 2016. 


23. Financial Risk Management Activities 


In the normal course of our business, we are exposed to commodity risks related to changes in the prices of crude oil and 
natural gas as well as changes in interest rates and foreign currency values. In the disclosures that follow, corporate financial 
risk management activities refer to the mitigation of these risks through hedging activities. We maintain a control 
environment for all of our financial risk management activities under the direction of our Chief Risk Officer. Our Treasury 
department is responsible for administering foreign exchange rate and interest rate hedging programs using similar controls 
and processes, where applicable. Hedging strategies are reviewed annually by the Audit Committee of the Board of 
Directors. 


Corporate Financial Risk Management Activities: Financial risk management activities include transactions designed to 
reduce risk in the selling prices of crude oil or natural gas we produced or by reducing our exposure to foreign currency or 
interest rate movements. Generally, futures, swaps or option strategies may be used to fix the forward selling price of a 
portion of our crude oil or natural gas production. Forward contracts may also be used to purchase certain currencies in 
which we conduct the business with the intent of reducing exposure to foreign currency fluctuations. At December 31, 2017, 
these forward contracts relate to the British Pound. Interest rate swaps may be used to convert interest payments on certain 
long-term debt from fixed to floating rates and, in the case of certain long-term debt relating to our Midstream operating 
segment, from floating to fixed rates. 


Gross notional amounts of both long and short positions are presented in the volume tables beginning below. These 
amounts include long and short positions that offset in closed positions and have not reached contractual maturity. Gross 
notional amounts do not quantify risk or represent assets or liabilities of the Corporation, but are used in the calculation of 
cash settlements under the contracts. 
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The gross notional amounts of financial risk management derivative contracts outstanding at December 31, were as 
follows: 


2017 2016 
(In millions) 
Commodity - crude oil (millions of barrels) ........cccecceccssesseeseeeeceseceseesecseesecaeceeeceecseeeecesecaaecseeseeeeeenseeaeees 42 — 
Foreign exchange $ 52. $ 785 
Interestrate S WAS: ts scesssissdasinnsditcasdeeds ves dha’ sedesdnnede Cavtsvus ete last code sizes das daudexie Oh feadends Vives e sas lads shana aatsatoue ss $ 450 $ 350 


At December 31, 2017, we have outstanding West Texas Intermediate (WTI) crude oil collar contracts with a notional 
amount of 115,000 bopd for 2018 with an average monthly floor price of $50 per barrel and an average monthly ceiling price 
of $65 per barrel. Contracts with a notional amount of 90,000 bopd are designated as cash flow hedges, while 25,000 bopd 
were de-designated as cash flow hedges following the shutdown of a third-party operated offshore platform as a result of a 
fire in the fourth quarter of 2017. 


The table below reflects the gross and net fair values of the risk management derivative instruments, all of which are based 
on Level 2 inputs: 


Assets Liabilities 
(In millions) 
December 31, 2017 
Derivative Contracts Designated as Hedging Instruments 
Commodity =Accounts payables. vscissc.cesecsctsescesceaes sdavestscescei shade soadeiss shivteks -aacssvenbeceaceseivdagsadecenvdaess $ — $§$ (7) 
Interest rate - Other assets (noncurrent) and Accounts payable — (4) 
Total derivative contracts designated as hedging instruments 0.0.0.0... ceeeeseeseseeeeeeeeeeeeeeeeees —_— (1) 
Derivative Contracts Not Designated as Hedging Instruments 
Commodity + Accounts: payable vs. eisissc.sevinsss ioeselardts cansourasvurassoarstouless setesorndcbessusensseuslecs deansedeysneed es — (2) 
POPE1ST CX CHANGE pisces cisccszzse is casnyat sah deans satenpestenusneds tat yeaneas teva bavesauasiyla pas beasav tenes tas est eaeaaapaase 1 — 
Total derivative contracts not designated as hedging instruments ........0...ecceeeeeeeeseeeeteeeeeeeeee 1 (2) 
Gross fair value of derivative CONtIACHS...........cccsccesecssecssscessceescecssecsceseeecseecsscesesesseesseceeseeseeeseecsaeenes 1 (13) 
Net Fair Value of Derivative Contract..........0...ccccccccccccescecsssceceeseeceeeeeecesececessaececseeeeseeeeeneaaees $ 1 $ (13) 
December 31, 2016 
Derivative Contracts Designated as Hedging Instruments 
Fait ci geist any: 10 ieee uneeey ee perer eet caper tec ertee recta terceteeerrreer eres ter rere eee itrer ree eerrceerreree ree ricer reset eerrre cer crits teres $ — § — 
Total derivative contracts designated as hedging instrument ...............:cccceseeseeseeeeeeeeeeeeneeeeeee — — 
Derivative Contracts Not Designated as Hedging Instruments 
Foreign exchange - Accounts receivable and Accrued liabilities ............ccceeeeseeseeeeceeeeteeseeeeeeeees 9 (1) 
Total derivative contracts not designated as hedging instruments 9 (1) 
Gross fair value of derivative COMtracts..........cceceeeecseeeceseeecreeseceeeaeterseeeeeaees 9 (1) 
Master netting arrangements :s....sc0i2es: saszessetes desvsebursvsnae, sevsesvnsesceoteouealounass faresaunsonss susovedensends deotazeavesinsast (1) 1 
Net Fair Value of Derivative Contracts... cece ceeeeeceecsseceeeeeeesecsesseseeeeeseaeenaecnaees $ 8 6S — 


Income statement impact of derivative contracts designated as hedging instruments: 


Crude oil collars: In 2017, crude oil price hedging contracts decreased Sales and other operating revenues by $34 million 
(2016: $-; 2015: increase of $126 million). This amount includes a loss of $71 million associated with changes in the time 
value of crude oil collars (2016: $-; 2015: losses of $48 million), and a charge of $1 million for hedge ineffectiveness (2016: 
$-; 2015: $-). At December 31, 2017, after-tax deferred losses in Accumulated other comprehensive income (loss) related to 
outstanding hedged crude oil collars were $127 million, of which all will be reclassified into earnings during the next 12 
months as the hedged crude oil sales are recognized in earnings. There were no crude oil hedge contracts in 2016. 


Interest rate swaps designated as fair value hedges: At December 31, 2017, we had interest rate swaps with gross 
notional amounts of $450 million (2016: $350 million), which were designated as fair value hedges and relate to debt where 
we have converted interest payments on certain long-term debt from fixed to floating rates. During 2016, we settled existing 
interest rate swaps and received cash proceeds of $5 million (2015: $41 million). Changes in the fair value of interest rate 
swaps and the hedged fixed-rate debt are recorded in Interest expense in the Statement of Consolidated Income. In 2017, the 
change in fair value of interest rate swaps was an increase in the derivative liability of $4 million (2016: $6 million increase 
in asset; 2015: $4 million increase in asset) with a corresponding adjustment in the carrying value of the hedged fixed-rate 
debt. In February 2018, we terminated interest rate swaps with a gross notional amount of $350 million. See Note 24, 
Subsequent Events. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Interest rate swaps designated as cash flow hedges: At December 31, 2017, there were no outstanding interest rate swaps 
designated as cash flow hedges. During 2017, HIP entered into interest rate swaps with gross notional amounts totaling $553 
million to convert interest payments on certain long-term debt from floating to fixed rates before settling these instruments as 
part of the refinancing that occurred later in the year. See Note 10, Debt. In 2017, the change in fair value of interest rate 
swaps was an increase to assets of $3 million and the cash settlement was $3 million. At December 31, 2017, after-tax 
deferred income in Accumulated other comprehensive income (loss) in connection with the settled instruments, was $1 
million, of which all will be reclassified into earnings during the next 12 months. 


Income statement impact of derivative contracts not designated as hedging instruments: 


Crude oil collars: In 2017, noncash adjustments to de-designated crude oil price hedging contracts decreased Sales and 
other operating revenues by $25 million. At December 31, 2017, after-tax deferred losses in Accumulated other 
comprehensive income (loss) in connection with the de-designation, were $12 million, of which all will be reclassified into 
earnings during the next 12 months as the originally hedged crude oil sales are recognized in earnings. 


Foreign exchange: Total foreign exchange gains and losses were a gain of $15 million in 2017 (2016: gain of $26 million; 
2015: loss of $21 million) and are reported in Other, net in Revenues and non-operating income in the Statement of 
Consolidated Income. A component of foreign exchange gains or losses is the result of foreign exchange derivative contracts 
that are not designated as hedges which amounted to a gain of $3 million in 2017 (2016: gain of $62 million; 2015: gain of 
$98 million). 


In 2017, after-tax foreign currency translation adjustments included in the Statement of Consolidated Comprehensive 
Income amounted to a gain of $144 million (2016: gain of $56 million; 2015: loss of $344 million) and $900 million of 
cumulative currency translation losses that were recognized in earnings as a result of the sale of our assets in Norway. See 
Note 2, Dispositions. Cumulative currency translation adjustments reduced stockholders’ equity by $1,044 million at 
December 31, 2016. 


Credit Risk: We are exposed to credit risks that may at times be concentrated with certain counterparties, groups of 
counterparties or customers. Accounts receivable are generated from a diverse domestic and international customer base. As 
of December 31, 2017, our Accounts receivable—Trade were concentrated with the following counterparty industry 
segments: Integrated companies — 50%, Refining and marketing companies — 17%, Independent E&P companies — 14%, 
Storage and transportation companies — 7%, National oil companies — 2% and Others — 10%. We reduce risk related to 
certain counterparties, where applicable, by using master netting arrangements and requiring collateral, generally cash or 
letters of credit. 


At December 31, 2017, we had outstanding letters of credit totaling $246 million (2016: $188 million). 


Fair Value Measurement: We have other short-term financial instruments, primarily cash equivalents, accounts 
receivable and accounts payable, for which the carrying value approximated fair value at December 31, 2017 and December 
31, 2016. In addition, the disclosure for fair value of long-term debt in Note 10, Debt was based on Level 2 inputs. 


24. Subsequent Events 


In January 2018, we eliminated approximately 300 employee positions as part of a cost reduction program following the 
2017 asset sales. We expect to record employee severance costs of $40 million to $50 million in the first quarter of 2018. 


On February 15, 2018, Hess Corporation redeemed $350 million principal amount of 8.125% notes due 2019 for $370 
million. The carrying value of these notes, which are included in Current maturities of long-term debt in the Consolidated 
Balance Sheet, was $349 million at December 31, 2017. Concurrent with the redemption, the Corporation terminated interest 
rate swaps with a notional amount of $350 million, which were previously designated as fair value hedges of these notes. 


On February 16, 2018, we entered into an agreement to sell our interests in Ghana for total consideration of $100 million, 
consisting of a $25 million payment upon closing and a further payment of $75 million payable upon approval of the Plan of 
Development on the Deepwater Tano Cape Three Points block. The transaction is subject to government approval and 
customary closing conditions. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
SUPPLEMENTARY OIL AND GAS DATA (UNAUDITED) 


The Supplementary Oil and Gas Data that follows is presented in accordance with ASC 932, Disclosures about Oil and 
Gas Producing Activities, and includes (1) costs incurred, capitalized costs and results of operations relating to oil and gas 
producing activities, (2) net proved oil and gas reserves and (3) a standardized measure of discounted future net cash flows 
relating to proved oil and gas reserves, including a reconciliation of changes therein. 


During the three-year period ended December 31, 2017, we produced crude oil, natural gas liquids and natural gas 
principally in the United States (U.S.), Europe (Norway and Denmark), Africa (Equatorial Guinea, Libya and Algeria) and 
Asia and Other (the Malaysia/Thailand Joint Development Area (JDA), and Malaysia). Exploration activities were also 
conducted, or are planned, in certain of these areas as well as additional countries. See Note 2, Dispositions in the Notes to 
Consolidated Financial Statements. 


Costs Incurred in Oil and Gas Producing Activities 


United Europe Asia and 
For the Years Ended December 31 Total States (b) Africa Other 
(In millions) 

2017 
Property acquisitions 

Umproved 32.04. icsssesssesieecesevesassavesonnenszavtesasaarsieaseacedensscstaveneoss $ 46 $ 46 §$ — §$ — $§$ — 

PROV GO secsccssndssesetsteysecestepcrstessycasanersseessateacentienaieseanes — — — — — 
Exploration sesics ses sdessedscasssias sieve cs saccoies sdastavsaas sdactads ceccsaescigesnasacs 322 94 1 —_— 227 
Production and development capital expenditures (a)............... 1,687 1,160 146 40 341 
2016 
Property acquisitions 

TPO VER ur. <ceceerascexecedaiscsscetrestongdnat ersteceensvervsenernas teoevaeeneets $ ll §$ ll $ — §$ — §$ — 

PROVE secgeassiavdasstasueectessnds cescsneseessesde auesitectdeiseie. siecahs ceases = = = — — 
EXP LOP AU OM ease Pete deco pace sacauevesseanStvaedeeneeseteedescnactans tks ene 491 211 6 (2) 276 
Production and development capital expenditures (a)............... 1,181 999 (64) (58) 304 
2015 
Property acquisitions 

UDprved wccsesccssswes scacotinsts coasancesdavexes cas ccansnte cabcvaarts ceaasies tees $ 22 $ 22 $ — §$ — §$ — 

PROVE ssccensyienctpsesesdeectntasendecenisnsueseeddtivedzecendeioetveatesnarsdeninds = = = — — 
EXplOrati On seit: tyctsssttasetsiie aires: winaediivaneinaacniis 622 255 1 3 363 
Production and development capital expenditures (a)............... 3,545 2,410 310 155 670 


(a) Includes an increase of $8 million for asset retirement obligations related to net accruals and revisions in 2017 (2016: $188 million decrease; 2015: 
$151 million increase). 
(b) Costs incurred in oil and gas producing activities in Norway, were as follows for the years ended December 31, 2016 and December 31, 2015: 


2016 2015 
(In millions) 

PYOPEFLY ACQUISTLIONS os ssceccvgcecsiusvaxes cueceutsstesssusvezenssdevnasuestebesaduesasadvavesicesv sean divaseacdiassiee near avbed assed arseliceaacebe $ — $ — 
Exploration — — 
Production and development capital expenditures” ....cccccccccccsesessesesseseseeseeeseseeseseeseseeseneeseneesenecseneeseeeeeaeeesenetaeeees (19) 92 

* — Includes net accruals and revisions for asset retirement obligations. 
Capitalized Costs Relating to Oil and Gas Producing Activities 

At December 31, 
2017 2016 
(In millions) 

Unproved properties sci. sicssaseosestous iis sariveut vn sasdeese cones eet eavtsaseds cnndesseeg cei ott vasdenra vasdeerieson eee $ 520 $ 710 
PHOVEd PTOPOrlies sick ietaccstysadsiacestessydieleciseavsteadstacestaned casatateasnaceess ateateaseeaete one seaeaden sc eateateoieass 3,162 4,249 
Wells, equipment and related facilities 0.0.0... cececseescesecsseeseeeceecesecneeeseeseceaecneeeseesececeaeeneeesees 25,550 38,250 

Total COStS a5. :sss04sashseesessecesaboss sayectdeceecsse tantendexdeeebensssvebinads cadaeosssbeltes Sébveayeaye devivessassavesdeesss 29,232 43,209 
Less: Reserve for depreciation, depletion, amortization and lease impairment.........0..0..c eee 15,654 22,445 
Net Capitalized | Costs: icc.cscn steeds. arnctinrasincands enna rid kine eaaan stain einen) $ 13,578 $ 20,764 
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Results of Operations for Oil and Gas Producing Activities 


The results of operations shown below exclude non-oil and gas producing activities, primarily gains (losses) on sales of oil 
and gas properties, sales of purchased crude oil, natural gas liquids and natural gas, interest expense and other non-operating 
income. Therefore, these results are on a different basis than the net income (loss) from E&P operations reported in 
Management’s Discussion and Analysis of Financial Condition and Results of Operations and in Note 22, Segment 
Information in the Notes to Consolidated Financial Statements. 


United Europe Asia and 
For the Years Ended December 31 Total States (b) Africa Other 
(In millions) 
2017 
Sales and Other Operating Revenues...................:0ee $ 4,128 $ 2,335 $§$ 628 §$ 700 $ 465 
Costs and Expenses 
Operating costs and Expenses .........ccseeseeeeeeeereeeeeeeees 1,250 652 275 186 137 
Production and severance taxes .........ccccseeseeeeeeeteeneeeee 119 116 — 1 2 
Midstreatn taritts,.22 sicioh co vielscessvesdctesseatenreeeteedaveetie es 543 543 — — — 
Exploration expenses, including dry holes and lease 
TM PAITMON sce cedssses eeavsd devas ccacbisece levees vdaueses ceageescivenecves 507 106 1 280 120 
General and administrative expenses ............:ceeeeereeee 225 208 10 4 3 
Depreciation, depletion and amortization ...............06 2,736 1,819 381 263 273 
Tim pair nitics. 3s ssss.sas sestressersaudedeseesteacssesesareepiame sasaeseecsd 4,203 1,700 2,503 —_— — 
Total Costs and Expenses ................ccceecceeseceeeeeeeeeeneeenseeeee 9,583 5,144 3,170 734 535 
Results of Operations Before Income Taxes................. (5,455) (2,809) (2,542) (34) (70) 
Provision (benefit) for Income taxes ...........:ceeeeeteereees (1,873) (47) (2,014) 197 (9) 
Results of Operations. ......0........ cece eeeeeeeseeeeeeeeees $ (3,582) §$ (2,762) $ (528) $ (231) $ (61) 
2016 
Sales and Other Operating Revenues.................:::0ee $ 3,628 $ 2,056 § 597 $ 519 § 456 
Costs and Expenses 
Operating costs and CXPeNSeS .........cceeeseeseeeeeeereeeeeees 1,662 920 321 249 172 
Production and severance taxes 2s 101 94 1 — 6 
Midstream taritts: ii iscvssscisdsisttnesicndatiicneientedines 497 497 — — — 
Exploration expenses, including dry holes and lease 
TMAPAIC MSN 5 seedy sspsnndtducsvcecatestsosconcuassieecsndtadacvadesnnecseene 1,442 342 6 — 1,094 
General and administrative expenses ............: eee 232 215 1 7 9 
Depreciation, depletion and amortization ...............04 3,113 2,012 502 375 224 
Total Costs and Expenses .........::cccccceseceeeeteeseeeeeeeeees 7,047 4,080 831 631 1,505 
Results of Operations Before Income Taxes................... (3,419) (2,024) (234) (112) (1,049) 
Provision (benefit) for income taxes (€).........:eceeeeeeee 1,549 379 208 244 718 
Results of Operations. ............0.c.cccccccceceeeseceescsseseeeeeeseesees $ (4,968) §$ (2,403) $ (442) $ (356) $ (1,767) 
2015 
Sales and Other Operating Revenues.................::0cee $ 5,156 $ 2,661 § 870 $ 956 $ 669 
Costs and Expenses 
Operating costs and CXPeNses 0.0.0... ceeeeeseeseeeeeeereeeeeees 1,733 755 402 426 150 
Production and severance taxes se 146 138 2 4 2 
Midstream taritts: i: css.secssisdeestsivatsicn Seatstiseasecenines 474 474 — — — 
Exploration expenses, including dry holes and lease 
TIMPAIMe Nt... eee eee eeeeeeceeeesceceeeceseceeceeeeeeeeeeseeaeeaeeseees 881 255 1 183 442 
General and administrative expenses .............eeeeeeeeee 313 258 31 4 20 
Depreciation, depletion and amortization ...............04 3,833 2,342 635 539 317 
In PalrMeNit. 5.3 <cessisrsspeccernpidaswunitiauscen sandals 1,616 986 279 100 251 
Total Costs and Expemses.............0...cccecceesseceeceeeeeenseceeeeee 8,996 5,208 1,350 1,256 1,182 
Results of Operations Before Income Taxes...............+ (3,840) (2,547) (480) (300) (513) 
Provision (benefit) for income taXeS ..........:eeeeeeeeeeeee (1,123) (594) (76) (48) (405) 
Results of Operations. .............ccccccccccsseesecsesceeeseeeceeseesees $ (2,717) $ (1,953) §$ (404) $ (252) $ (108) 


(a) Includes charges to establish valuation allowances against net deferred tax assets amounting to $2,920 million. The charge is attributed to the 
geographic region in which the operations occurred that gave rise to the net deferred tax asset (United States - $1,144 million, Europe - $486 million, 
Africa - $249 million and Asia & Other - $1,041 million). 

(b) Results of operations for oil and gas producing activities in Norway were as follows for the years ended December 31, 2016 and December 31, 2015: 
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2016 2015 
(In millions) 


Sales:and Other Operating Reventaes c.cccgsscc es cages ves ax tseciaeysuiovss esetee ocean vied seateeeu seg btaael edeestiae laces $ 419 § 635 
Costs and Expenses 
OMeVALNG COSTS: GNA CXPONSES 3 oscassnesssvccarevescaresexunstavecessesunusuetensicad ssovavsapureciseysosyesateivaituetuansugvastesbiaveuedeucacsneneas 252 314 
Production and severance taxes.... — 2 
General Gnd GAMINIStIALIVE EXPENSES iccisscssecescecassssstscizissnaseseisisinstssseuseissiesieeisseuedeiatsanssissansessteiaovayseeataeieaeas 6 3 
Depreciation, -depletion: Gnd GMOrtHZAU Ot sacesssssssisecssscssassezeisicesertessat sn iaesrertaransenadains tereeeaas eee eee aniatenienereaes 362 SOL 
Total Costs and Expense ......1c0ccccce af 620 820 
Results of Operations Before Income Taxes .........cccccccccccc ccc cece ce tees cece eeene cece eeeecseeseeseesssaeiesesessssssseeeeeeeesecasaes (201) (185) 
Provision: (benefit) FOr INCOM LANES asses ccvincesccevseca veasdevesaeassassessnaista cd vs asvasaneitastase stsintigteerasataa vai teiaetl Renae (157) (171) 
AROSULES OF OD CHAMOIS 2s ccccivccsescssscicclsss sues varies ssesaestecsastiascitosesesiedicstiieseebas task asses oo ebeaa aad dave hasta aot eaes ae $ (44) $ (14) 


Proved Oil and Gas Reserves 


Our proved oil and gas reserves are calculated in accordance with the Securities and Exchange Commission (SEC) 
regulations and the requirements of the Financial Accounting Standards Board. Proved oil and gas reserves are quantities, 
which by analysis of geoscience and engineering data, can be estimated with reasonable certainty to be economically 
producible from known reservoirs under existing economic conditions, operating methods and government regulations. Our 
estimation of net recoverable quantities of liquid hydrocarbons and natural gas is a highly technical process performed by our 
internal teams of geoscience and reservoir engineering professionals. Estimates of reserves were prepared by the use of 
appropriate geologic, petroleum engineering, and evaluation principles and techniques that are in accordance with practices 
generally recognized by the petroleum industry as presented in the publication of the Society of Petroleum Engineers entitled 
“Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves Information (Revision as of February 19, 
2007).” The method or combination of methods used in the analysis of each reservoir is based on the maturity of the 
reservoir, the completeness of the subsurface data available at the time of the estimate, the stage of reservoir development and 
the production history. Where applicable, reliable technologies may be used in reserve estimation, as defined in the SEC 
regulations. These technologies, including computational methods, must have been field tested and demonstrated to provide 
reasonably certain results with consistency and repeatability in the formation being evaluated or in an analogous formation. 
In order for reserves to be classified as proved, any required government approvals must be obtained and depending on the 
cost of the project, either senior management or the Board of Directors must commit to fund the development. Our proved 
reserves are subject to certain risks and uncertainties, which are discussed in [tem 1A. Risk Factors of this Form 10-K. 


Internal Controls 


The Corporation maintains internal controls over its oil and gas reserve estimation processes, which are administered by 
the Corporation’s Director, Global Reserves and its Chief Financial Officer. Estimates of reserves are prepared by technical 
staff who work directly with the oil and gas properties using standard reserve estimation guidelines, definitions and 
methodologies. Each year, reserve estimates for a selection of the Corporation’s assets are subject to internal technical audits 
and reviews. In addition, an independent third-party reserve engineer reviews and audits a significant portion of the 
Corporation’s reported reserves (see pages 83 through 88). Reserve estimates are reviewed by senior management and the 
Board of Directors. 


Qualifications 


The person primarily responsible for overseeing the preparation of the Corporation’s oil and gas reserves during 2017 was 
Mr. David DuBois, Director Global Reserves. Mr. DuBois is a member of the Society of Petroleum Engineers and has over 
30 years of experience in the oil and gas industry with a BS degree in Petroleum Engineering. His experience has been 
primarily focused on oil and gas subsurface understanding and reserves estimation in both domestic and international areas. 
Mr. DuBois is responsible for the Corporation’s Global Reserves group, which is the internal organization responsible for 
establishing the policies and processes used within the operating units to estimate reserves and perform internal technical 
reserve audits and reviews. 


Reserves Audit 


We engaged the consulting firm of DeGolyer and MacNaughton (D&M) to perform an audit of the internally prepared 
reserve estimates on certain fields aggregating 80% of 2017 year-end reported reserve quantities on a barrel of oil equivalent 
basis (2016: 78%). The purpose of this audit was to provide additional assurance on the reasonableness of internally 
prepared reserve estimates and compliance with SEC regulations. The D&M letter report, dated February 7, 2018, on the 
Corporation’s estimated oil and gas reserves was prepared using standard geological and engineering methods generally 
recognized in the petroleum industry. D&M is an independent petroleum engineering consulting firm that has been providing 
petroleum consulting services throughout the world for over 70 years. D&M’s letter report on the Corporation’s 
December 31, 2017 oil and gas reserves is included as an exhibit to this Form 10-K. While the D&M report should be read in 
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its entirety, the report concludes that for the properties reviewed by D&M, the total net proved reserve estimates prepared by 
Hess and audited by D&M, in the aggregate, differed by 4% (2016: 3%) of total audited net proved reserves on a barrel of oil 
equivalent basis. The report also includes among other information, the qualifications of the technical person primarily 
responsible for overseeing the reserve audit. 


Crude Oil Prices Used to Estimate Proved Reserves 


Proved reserves are calculated using the average price during the twelve-month period before December 31 determined as 
an unweighted arithmetic average of the first-day-of-the-month price for each month within the year, unless prices are 
defined by contractual agreements, excluding escalations based on future conditions. Crude oil prices used in the 
determination of proved reserves at December 31, 2017 were $51.19 per barrel for WTI (2016: $42.68; 2015: $50.13) and 
$54.87 per barrel for Brent (2016: $44.45; 2015: $55.10). New York Mercantile Exchange (NYMEX) natural gas prices used 
were $3.03 per mcf in 2017 (2016: $2.54; 2015: $2.63). 


At December 31, 2017, spot prices for WTI oil closed at $60.42 per barrel. If crude oil prices during 2018 average below 
those used in determining 2017 proved reserves, we may recognize negative revisions to our proved undeveloped reserves or 
to our proved developed reserves at December 31, 2018, which can vary significantly by asset due to differing operating cost 
structures. Conversely, if crude oil prices in 2018 remain above those used in determining 2017 proved reserves, we could 
recognize positive revisions to our proved reserves at December 31, 2018. It is difficult to estimate the magnitude of any 
potential negative or positive change in proved reserves as of December 31, 2018, due to a number of factors that are 
currently unknown, including 2018 crude oil prices, any revisions based on 2018 reservoir performance, and the levels to 
which industry costs will change in response to movements in commodity prices. 
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Following are the Corporation’s proved reserves: 


Crude Oil & Condensate Natural Gas Liquids 
United Europe Asia & United Europe Asia & 
States (b) Africa Other Total States (b) Other Total 
(Millions of bbls) (Millions of bbls) 
Net Proved Reserves 
At January 1, 2015 000. eeeeeeseereeeees 512 265 188 ‘i 972 119 26 _ 145 
Revisions of previous estimates (a)............00+ (157) (54) 9 (1) (203) (42) — — (42) 
Extensions, discoveries and other additions... 45 6 1 a 52 11 1 — 12 
Sales of minerals in place ...........eeeceeeeeeeeeeees — — (8) — (8) 
PrOdUctiOn.........ccccecceseceeceseeseeeeceeceaeeneeeeeeeeesees (54) (14) (18) (1) (87) (14) os — (14) 
At December 31, 2015 .......0...ccceceeeeeeeees 346 203 172 5 726 74 27 — 101 
Revisions of previous estimates (a)............04 42 (14) 2 1 31 23 (19) — 4 
Extensions, discoveries and other additions... 12 33 — — 45 5 — — | 
Sales of minerals in place ..........cceeeeeeseeeeeeee 
PROGUGHOMS -tiscccsse2 des cdedieasidevdessenteccdadtbecnaeciaecs (45) (12) (12) (1) (70) (16) = = (16) 
At December 31, 2016............ccceeeeeseeteteeeees 355 210 162 5 732 86 8 — 94 
Revisions of previous estimates (a)... ak 13 5 (6) — 12 56 — — 56 
Extensions, discoveries and other additions.... 127 2 — 45 174 50 — — 50 
Sales of minerals in place ........ eee (21) ~=(458) (15) —_ (194) (6) (8) _ (14) 
Production........eceeeeeeeereeee visi (41) (10) (3) (1) (65) (15) — — (15) 
At December 31, 2017 ....0...0....cceeeeeeteeseereeeees 433 49 128 49 659 171 — — 171 
Net Proved Developed Reserves 
At Jantiary 1; 2015 wesc ccccssisccsssscsssscsacsacsceessaveaces 264 114 163 3 544 56 9 — 65 
At December 31, 2015.. te 253 114 148 5 520 51 12 —_ 63 
At December 31, 2016...... as 245 116 138 5 504 59 3 — 62 
At December 31, 2017..... es 239 45 112 5 401 87 — — 87 
Net Proved Undeveloped Reserves 
At January 1, 2015: sicidvau.ivvass axieevezaiwas 248 151 25 4 428 63 17 —_ 80 
At December 31, 2015.. sas 93 89 24 — 206 23 15 a 38 
At December 31, 2016...... vee 110 94 24 — 228 27 5 a 32 
At December 31, 2017..... ae 194 4 16 44 258 84 —_— —_— 84 


(a) For crude oil and condensate reserves, there was no significant impact of changes in selling prices on the reserve estimates for production sharing 
contracts with cost recovery provisions in 2017 (2016: I million barrels increase; 2015: 5 million barrels increase). 
(b) Our Norwegian operations were sold in 2017. Crude oil and condensate and Natural gas liquids proved reserves in Norway for 2016 and 2015 were 


as follows: 
Crude Oil & Condensate Natural Gas Liquids 
2016 2015 2016 2015 
(Millions of bbls) (Millions of bbls) 

AE SANUGIY SD sccscsessvecssisvecessssessisivinsccsash sipvevabeacssateseusucannacesetesuseesuioveessxisiaapsceiaucaseteseeesnttes 171 231 27 25 
Revisions Of Previous CStMALCS cissscassisssvsvcssstesasassavevasssscsciachavasasiciatansnbeastdencacuasidesaaces (2) (55) (19) 2 
Extensions, discoveries and other AAditIONS ........0cccccccccceeccceesscesesecssssesesssceesseceessseeses 4 5 —_ —_— 
Sales:Of Minerals IN: PLACE. .yecsceccsvessssvesedvaceccaessusesnebvescuatsavenstnuecereeisseus sa eacecstnsospneatviee oa — — _— 
VPFOGUCHIOM ess saccidiescircdssoah cs ovanvd de cdaws ea saroncidecesunsbeeoaeheedseus taugusa degeseva ntivanadesdueeseeeteee (8) (10) —_— —_ 

Al Deen ber BU secs cvcscesesciscsesssvcsspstucasapessvesautevecigeysssyreajesvassussevvecetesetesniaweateyeveuiteisnwueatesse 165 171 8 27 

Net Proved Developed Reserves at December 31 ...ccccccccsecsssssssesessesensesenseseteeseeseneesenes 75 86 3 12 
Net Proved Undeveloped Reserves at December 31 v..ccececccsctcstecesevetessteeeeseseneeseseaes 90 85 J 15 
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Natural Gas Total 


United Europe Asia & United Europe Asia & 
States (c) Africa Other Total States (c) Africa Other Total 
(Millions of mcf) (Millions of boe) 
Net Proved Reserves 
At January 1, 2015.0... eee 620 220 155 886 1,881 734 328 214 155 1,431 
Revisions of previous estimates (a) ..... (113) 25 (5) (116) (209) (218) (50) 8 (20) (280) 
Extensions, discoveries and other 
AUCTIONS »cscesstsnts cscsscstesveassscseds ceaceaseaces 102 5 — 3 110 73 8 1 — 82 
Sales of minerals in place .............. (8) — (8) 
Production (6) sc.ccccsssssccccssassacsesseevees (104) (16) (2) (106) (228) (85) (17) (18) (19) (139) 
At December 31, 2015.........0.... ee 505 234 148 667 1,554 504 269 197 116 1,086 
Revisions of previous estimates (a) ..... 116 (38) (3) 160 235 84 (39) 1 28 74 
Extensions, discoveries and other 
BACIIONS ss cssisessissdssiccstenesce seats 73 41 — — 114 29 40 es a 69 
Sales of minerals in place .......... 
Production:(b) visscsccisneesciaininasaan (104) (17) (2) (83) (206) (78) (15) (12) (15) (120) 
At December 31, 2016............. ee 590 220 143 744 1,697 539 255 186 129 1,109 
Revisions of previous estimates (a) ..... 171 31 (2) 28 228 97 10 (6) 5 106 
Extensions, discoveries and other 
AACIIONS yi cses5 cs tssisscestenpedeaaneecbiaisneass 219 7 — 176 402 214 3 — 74 291 
Sales of minerals in place .......... ee (18) = (153) (15) — (186) (29) (192) (18) — (239) 
Production (b) .........cceccseeseeseeeeeeeeeeeeee (82) (13) (2) (103) (200) (70) (12) (13) ds) (113) 
At December 31, 2017.............c cee 880 92 124 845 1,941 751 64 149 190 1,154 
Net Proved Developed Reserves 
At January 1, 2015... eee eecetecteereeeeees 350 96 144 329 919 378 139 187 58 762 
At December 31, 2015... 368 123 137 643 1,271 365 147 171 112 795 
At December 31, 2016...... 404 125 132 739 1,400 371 140 160 128 799 
At December 31, 2017.........0... eee 526 80 117 696 1,419 414 58 132 121 725 
Net Proved Undeveloped Reserves 
At January 1, 2015... eee eeceseereereeeeees 270 124 11 557 962 356 189 27 97 669 
At December 31, 2015... eeeeteeteeee 137 111 11 24 283 139 122 26 4 291 
At December 31, 2016.0... eeeceeeteeteeee 186 95 11 5 297 168 115 26 1 310 
At December 31, 2017.........0...0. cee 354 12 7. 149 522 337 6 17 69 429 


(a) The impact of changes in selling prices on the reserve estimates for production sharing contracts with cost recovery provisions in 2017 was a decrease 
to natural gas reserves of 22 million mcf (2016: 12 million mcf increase; 2015: 42 million mcf increase). 

(b) Natural gas production in 2017 includes 11 million mcf used for fuel (2016: 15 million mcf; 2015: 14 million mcf). 

(c) Natural gas and Total proved reserves in Norway for 2016 and 2015 were as follows: 


Natural Gas Total 
2016 2015 2016 2015 
(Millions of mcf) (Millions of boe) 

Al TANUGIY TD cxcscavssssvcsstetecicessssivetaneccsseess aun sunvicese tessuuvwayercesepes saves tebes ide yee uavehibveaseersawaielcale 191 180 230 286 
REVISIONS:Of DIEVIOUS: CSHIMALCS erctccscsesteininnccisnsereaneicanes eines tne enielss (26) 18 (25) (50) 
Extensions, discoveries and Other AAIitIONS ........ccccccccccccessecssecssevssessessesssessseesesssessees 4 3 5 6 
SALES Of MINGHGIS: IN PIGCEY sccss.scs2ederessstesessessvxcasceusess seasqestsesdodesssrineegvecusestenensaisseeseccieieins — — — — 
PHOGUCTION vee2ccssesverss tees inguccseexsitesasnass seas eanasvcices vives staneaseatioaveacentantuessastenceeuataceesersseetaens 9) (10) (10) (12) 

Al DeCember 30 iors csvcssvevecsazssssernepeovessssasivanseivicaiausssaweus javessayesiiausa iebeasaeyssaanaeatavessiessiaansapebeadd 160 191 200 230 

Net Proved Developed Reserves at December 31 ....c.cccccccccceesesetssesseeeseeetseneneeeeeneeaeaes 72 84 90 112 
Net Proved Undeveloped Reserves at December 31 ..ccccccccccccscesecsessteteeeeseneneeteeeeaes 88 107 110 118 
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Extensions, discoveries and other additions (‘Additions’) 


2017: Total Additions were 291 million boe, of which 11 million boe (4 million barrels of crude oil, 1 million 
barrels of natural gas liquids and 37 million mcf of natural gas) related to proved developed reserves. Additions to 
proved developed reserves were primarily from drilling activity in the Bakken shale play in North Dakota and in the 
North Malay Basin. Additions to proved undeveloped reserves were 280 million boe (170 million barrels of crude 
oil, 49 million barrels of natural gas liquids and 365 million mef of natural gas) and are discussed in further detail on 
page 87. 


2016: Total Additions were 69 million boe, of which 45 million boe (34 million barrels of crude oil, 2 million 
barrels of natural gas liquids and 55 million mef of natural gas) related to proved developed reserves. Additions to 
proved developed reserves were primarily from drilling activity in the Bakken shale play in North Dakota and from 
a 20-year extension to the license for the South Arne Field, offshore Denmark, which extends expiry to 
2047. Additions to proved undeveloped reserves were 24 million boe (11 million barrels of crude oil, 3 million 
barrels of natural gas liquids and 59 million mef of natural gas) and are discussed in further detail on page 87. 


2015: Total Additions were 82 million boe, of which 33 million boe (19 million barrels of crude oil, 5 million 
barrels of natural gas liquids and 54 million mcf of natural gas) related to proved developed reserves. Additions to 
proved developed reserves were primarily from drilling activity in the Bakken shale play in North Dakota and the 
Utica shale play in Ohio. Additions to proved undeveloped reserves were 49 million boe (33 million barrels of 
crude oil, 7 million barrels of natural gas liquids and 56 million mcf of natural gas) and are discussed in further 
detail on page 87. 


Revisions of previous estimates 


2017: Total revisions of previous estimates amounted to a net increase of 106 million boe, of which revisions of 
proved developed reserves amounted to a net increase of 126 million boe (41 million barrels of crude oil, 44 million 
barrels of natural gas liquids and 243 million mcf of natural gas). Revisions to proved developed reserves from the 
Bakken amounted to 85 million boe with approximately 55% resulting from improved reservoir performance, and 
the remaining 45% resulting from higher prices and an improved cost structure. The Gulf of Mexico and Utica had 
positive revisions to proved developed reserves totaling 16 million boe due to improved reservoir performance, 
while higher crude oil prices resulted in revisions to proved developed reserves of 15 million boe in Denmark and 
Utica. Revisions associated with proved undeveloped reserves are discussed in further detail on page 87. 


2016: Total revisions of previous estimates amounted to a net increase of 74 million boe, of which net 
positive revisions increased proved reserves by 103 million boe (54 million barrels of crude oil, 5 million barrels of 
natural gas liquids and 265 million mcf of natural gas) and negative revisions associated with lower crude oil prices 
reduced proved reserves by 29 million boe (23 million barrels of crude oil, 1 million barrels of natural gas liquids 
and 30 million mef of natural gas). Total revisions of proved developed reserves amounted to a net increase of 41 
million boe (5 million barrels decrease of crude oil, 7 million barrels increase of natural gas liquids and 235 million 
mcf increase of natural gas) reflecting improved expected recoveries in the Bakken shale play in North Dakota, 
completion of incremental development activities at the North Malay Basin, partially offset by negative revisions at 
the Valhall Field offshore Norway due to changes in estimated recoveries of natural gas liquids and natural gas, and 
negative price revisions mostly related to crude oil reserves. Revisions associated with proved undeveloped 
reserves are discussed in further detail on page 87. 


2015: Total revisions of previous estimates were a net decrease of 280 million boe. Negative revisions associated 
with lower crude oil prices reduced proved reserves at December 31, 2015 by 234 million boe (158 million barrels 
of crude oil, 26 million barrels of natural gas liquids and 299 million mef of natural gas), including 220 million boe 
(147 million barrels of crude oil, 22 million barrels of natural gas liquids and 303 million mcf of natural gas) 
associated with proved undeveloped reserves. Other net negative revisions were 46 million boe, which also 
primarily related to proved undeveloped reserves that are discussed in further detail on page 87. 


Sales of minerals in place (‘Asset sales’) 


2017: Assets sales primarily include our interests in Norway, Equatorial Guinea, and our enhanced oil recovery 
assets in the Permian Basin. 
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Proved Undeveloped Reserves 


Following are the Corporation’s proved undeveloped reserves: 


United Asia 
States Europe Africa & Other Total 
(Millions of boe) 


Net Proved Undeveloped Reserves 


At January 1, 2015... ciaciddisienieiencadasl deaiainavaeans 356 189 pH) 97 669 
Revisions of previous estimates ............cccccceceeseeeeceeeeeeeeeee (203) (57) (1) (31) (292) 
Extensions, discoveries and other additions..............:cc008 42 7 — — 49 
Transfers to proved developed reserves .........:csceeeeseeseeeeeee (56) (17) — (62) (135) 
Sales of minerals in place ........cecceeceseeeceeeseeeeetecseeeeenees — — — — — 

At December 31, 2015.00.00... ccccsseessesseeseeeeeeceseeeeeeneeeees 139 122 26 4 291 
Revisions of previous estimates ...........ccceeceseseeeeeeeeneeees 50 (14) — (3) 33 
Extensions, discoveries and other additions.................006 13 11 — — 24 
Transfers to proved developed reserves ..........:ceeeeeeeeeeees (34) (4) — — (38) 
Sales of minerals in place ..........cececeeceesceeseeseeeseeeeeeeceeenseeee — — — — — 

At December 31, 2016 ...............cccccccccccessseessecessettecssseeeeessees 168 115 26 1 310 
Revisions of previous estimates ...........ccsceseeseeeseeteeseeneeeeees (8) (3) (9) — (20) 
Extensions, discoveries and other additions..............cc006 209 3 — 68 280 
Transfers to proved developed reserves ..........:seseeeereeeees (32) — —_— — (32) 
Sales of minerals in place 


At December:31;.2007 ich eos alien ties ieee 


Extensions, discoveries and other additions (‘Additions’) 


2017: In the United States, additions from the Bakken shale play in North Dakota were 180 million boe, of which 
approximately 70% resulted from higher crude oil prices that increased the percentage of proved undeveloped wells 
in our planned five-year drilling program compared to the prior year. The remaining 30% of Bakken additions 
reflect the expected improved recovery in future wells from changes in well completion design and reservoir 
performance. Additions from the Stampede Field in the Gulf of Mexico were 21 million boe, due to completion of 
further development activities. At the Stabroek Block, offshore Guyana, additions of 45 million boe were 
recognized for project sanction of the first phase of the Liza Field development. Other international additions were 
primarily at North Malay Basin due to higher prices. 


2016: In the United States, additions were at the Utica shale play in Ohio as result of changes in well design that 
improved both well economics and recoverability, and at the Bakken shale play in North Dakota due to drilling 
plans. In Europe, additions were primarily from a 20-year extension to the license for the South Ame Field, offshore 
Denmark, which extends expiry to 2047. 


2015: In the United States, we recognized additions of 29 million boe in the Bakken shale play and 13 million boe 
related to the Tubular Bells and Penn State Fields in the Gulf of Mexico based on drilling plans for new wells. 


Revisions of previous estimates 


2017: Total negative reserve revisions of 20 million boe, primarily relate to changes in drilling plans in Libya and 
lower reserves at certain fields in the Gulf of Mexico and Denmark. 


2016: Total positive reserve revisions were 33 million boe. Technical revisions increased reserves by 44 million 
boe and were primarily from an improved well design at the Bakken shale play in North Dakota, which was partially 
offset by negative revisions at the Valhall Field offshore Norway due to changes in expected recoveries of natural 
gas liquids and natural gas. Negative revisions resulting from lower commodity prices totaled 11 million boe and 
were primarily in the Bakken shale play. 


2015: Total negative reserve revisions were 292 million boe. Negative revisions resulting from lower commodity 
prices totaled 220 million boe, and were primarily in the Bakken shale play (127 million boe), the North Malay 
Basin offshore Malaysia (34 million boe), the Valhall Field offshore Norway (30 million boe) and the Stampede 
project in the Gulf of Mexico (21 million boe). Other negative revisions included 48 million boe related to planned 
drilling dates of certain Bakken wells moving beyond 2020 due to reprioritization of the drilling schedule, and 26 
million boe at the Valhall Field offshore Norway primarily related to drilling schedule changes. 
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Transfers to proved developed reserves (‘Transfers’) 


2017: Transfers from proved undeveloped reserves included 24 million boe in the Bakken shale play and 8 million 
boe at the Penn State Field in the Gulf of Mexico associated with drilling activity. 


2016: Transfers from proved undeveloped reserves included 21 million boe in the Bakken shale play and 13 million 
boe at the Tubular Bells and Conger Fields in the Gulf of Mexico associated with drilling activity. 


2015: Transfers from proved undeveloped reserves included 43 million boe in the Bakken shale play and 11 million 
boe at the Valhall Field offshore Norway associated with drilling activity. Transfers of 61 million boe related to 
Block A-18 in the Gulf of Thailand primarily resulted from additional development and drilling activity. 


In 2017, capital expenditures of $527 million were incurred to convert proved undeveloped reserves to proved developed 
reserves (2016: $589 million; 2015: $1,931 million). 


Projects that have proved reserves, which have been classified as undeveloped for a period in excess of five years, total 
14 million boe, or 1% of total proved reserves at December 31, 2017. Most of the proved undeveloped reserves in excess of 
five years relate to Libya. 


Production Sharing Contracts 


The Corporation’s proved reserves include crude oil and natural gas reserves relating to long-term agreements with 
governments or authorities in which the Corporation has the legal right to produce or has a revenue interest in the production. 
Proved reserves from these production sharing contracts for each of the three years ended December 31, 2017 are presented 
separately below, as well as volumes produced and received during 2017, 2016 and 2015 from these production sharing 
contracts. 


Crude Oil Natural Gas 
Asia & Asia & 
United Other United Other 
States Europe Africa (a) Total States Europe Africa (a) Total 
(Millions of bbls) (Millions of mcf) 
Production Sharing Contracts 
Proved Reserves 
At December 31, 2015......... — — 34 5 39 — — 20 667 687 
At December 31, 2016......... = — 24 5 29 — a 15 744 759 
At December 31, 2017........ —_— —_ — 49 49 —_ —_ — 845 845 
Production 
QOVS sscvcsccsccevencesstvsivencecaneaess — — 18 1 19 — — 2 106 108 
DOUG rscgievslederciteteeieeeanieaetended — — 12 1 13 — — 2 83 85 
DOV T 0 oeseenn sesteccdeeteutecarmenarstes — —_— 9 1 10 —_ —_— 2 103 105 


(a) At December 31, 2017, Asia and Other includes Guyana, where we recorded 43 million barrels of oil and 11 million mcf of natural gas under proved 
undeveloped oil reserves following project sanction in 2017. No proved reserves were recorded for Guyana in prior years. 


Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


Future net cash flows are calculated by applying prescribed oil and gas selling prices used in determining year-end reserve 
estimates (adjusted for price changes provided by contractual arrangements) to estimated future production of proved oil and 
gas reserves, less estimated future development and production costs, which are based on year-end costs and existing 
economic assumptions. Future income tax expenses are computed by applying the appropriate year-end statutory tax rates to 
the pre-tax net cash flows, as well as including the effect of tax deductions and tax credits and allowances relating to the 
Corporation’s proved oil and gas reserves. Future net cash flows are discounted at the prescribed rate of 10%. 


The prices used for the discounted future net cash flows in 2017 were $51.19 per barrel for WTI (2016: $42.68; 2015: 
$50.13) and $54.87 per barrel for Brent (2016: $44.45; 2015: $55.10). New York Mercantile Exchange (NYMEX) natural 
gas prices used were $3.03 per mef in 2017 (2016: $2.54; 2015: $2.63) and do not include the effects of commodity hedges. 
Selling prices have in the past, and can in the future, fluctuate significantly. As a result, selling prices used in the disclosure 
of future net cash flows may not be representative of future selling prices. In addition, the discounted future net cash flow 
estimates do not include exploration expenses, interest expense or corporate general and administrative expenses. The 
amount of tax deductions, credits, and allowances relating to the Corporation’s proved oil and gas reserves can change year to 
year due to factors including changes in proved reserves, variances in actual pre-tax cash flows from forecasted pre-tax cash 
flows in historical periods, and the impact to year-end carryforward tax attributes associated with deducting in the 
Corporation’s income tax returns exploration expenses, interest expense, and corporate general and administrative expenses 
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that are not contemplated in the standardized measure computations. The future net cash flow estimates could be materially 
different if other assumptions were used. 


United Asia & 
At December 31 Total States Europe (a) Africa Other 
(In millions) 
2017 
Utne FEVENUCS 54.26 sccics ccawstees cen ssecadaseaascde ddansseoadensocsadaesaancssneaaendas’s $ 36,746 $ 20,834 $ 2,958 $ 7,154 $ 5,800 
Less: 
Future production COStS.........cccccccscesseesceseceseeseeseeeeceecsseeseeeees 13,042 8,802 1,501 782 1,957 
Future development Costs .........ccccceeseescesecsseceeseeeeeeseceseeaeeaeees 6,748 4,601 553 330 1,264 
Future income tax CXPeCNseS .......:.cccseeesceseeeeeseeeeeeceeeeceseeseees 6,379 444 137 5,485 313 
26,169 13,847 2,191 6,597 3,534 
Future nét.casht flOwWS :.:.<isssccesies seaseivedscesdidsssdesstasnes aeevadasdaedieaeeess 10,577 6,987 767 557 2,266 
Less: Discount at 10% annual rate... ee cc ceeceesceesseeeeeeeseeenseens 4,221 2,904 272 307 738 


Standardized Measure of Discounted Future Net Cash Flows... $ 6,356 $ 4,083 $ 495 $ 250 $ 1,528 


2016 
FUture reVENUES........c cc ccccecccscecssscessecscecssscessscseecsscessseesecssssensnsess $ 32,814 $ 13,035 $ 10,283 $ 6,907 $ 2,589 
Less: 
Future production COStS.........c:ccsccesessessceeeceeeeeeseesseeseeeeceeeeseenee 14,054 6,639 5,091 1,440 884 
Future development Costs .........:csccesesseesseeeceseceseneeeseeeeeeseeseenes 8,635 2,910 4,348 992 385 
Future income tax CXPeMse .........ccccceesceseeeeceseeseeeeeeteceseeaeeneees 2,450 — (2,064) (b) 4,406 108 
25,139 9,549 7,375 6,838 1,377 
Buture net Cash: flows ss sssistvs acdsee cacioec oteati ase eae 7,675 3,486 2,908 69 1,212 
Less: Discount at 10% annual rate ......... ccc ceccseeessececeeseceesseeesseee 3,650 1,288 2,072 40 250 
Standardized Measure of Discounted Future Net Cash Flows... $ 4,025 $ 2,198 §$ 836 $ 29 § 962 
2015 
PUture TEVEHUES 24: sssiesd,cessstistdsdateieshi daveianincaadiver das $ 41,010 $ 15,257 $ 13,456 $ 9,419 $ 2,878 
Less: 
Future production COStS.........c:ccsccssescesseeeeceeceeeseeeeeeseeeeeeeeeseenee 14,275 6,775 5,000 1,628 872 
Future development Costs .........c:ccccesesseeseeesceeeeseeseeeseeeeceeeseenes 8,486 2,901 4,088 1,150 347 
Future income tax CXPeMse .........ccceeesceeecseceseeeeeeeceeeenseeaeeeees 7,237 — 1,022 6,089 126 
29,998 9,676 10,110 8,867 1,345 
Puture net cash flows .ésscesssicssei iiss ccusivs saver ieee 11,012 5,581 3,346 552 1,533 
Less: Discount at 10% annual rate 3,822 1,826 1,469 114 413 


Standardized Measure of Discounted Future Net Cash Flows... $ 7,190 $ 3,755 $ 1,877 $ 438 §$ 1,120 


(a) The standardized measure of discounted future net cash flows relating to proved reserves in Norway for 2016 and 2015 were as follows: 


2016 2015 
(In millions) 

FUture rOVCNUES ....cccccccceccceccsccesscccuscesevscccssccesscscecssscesscesusccesececsucessusecesececssscesssecensssecuecsesecessecesssecesssecessecestsecesseeeees $ 8,188 § 11,639 
Less: 

FULT CPV OGUCTION: COS US cs scesc cas svedeSeascssoneasessxt ahs susscuaguien dubs sons astaua a vseesans assis a lass ee saninaeauatab ses sae hans eA Neoee aS WA aE Soo 4,004 4,404 

Future development COStS sss nissanissssannaiteasiatiiravtad anata and ancuaeneman diana aes 3,931 3,653 

Futire in COME? Lax CXPCNSOS (D) sesssceessavecsaacessccassnvsnasearcdeusesssvessiaves ogcekedasasbasadsnedvadeas Wiskcuguveve ovens cdinateveesascessedecesbona ts (2,112) 903 

5,823 8,960 

PULTE TELCOSW Fl OWS exc ccaucsstsces cotta deen ceca ook suas Saas ose ass ANS e GaN aU aS GUANE GSAT Ce SADC USC PONS SS TRESS GEOR SUNSCREEN 2,365 2,679 

Less: Discount at 10% ANNUAL FALE .....ccceccceccceeececsseseseseteseeeseeeees 1,969 1,332 

Standardized Measure of Discounted Future Net Cash Flows... 8 396 = §$ 1,347 


(b) The Petroleum Tax Act provides for compensation by the Norwegian government to a company upon cessation of its E&P activities on the Norwegian 
Continental Shelf in an amount equal to the tax values of unutilized tax losses and certain other tax attributes, including dismantlement expenditures 
incurred after production has ceased that would qualify for compensation at an effective tax rate of 78%. Due to the low crude oil price used in the 
2016 computation, future income taxes reflect cash inflows for Norway of $2.1 billion on an undiscounted basis. The corresponding present value 
reflected in the Standardized Measure of Discounted Future Net Cash Flows at December 31, 2016 is $70 million. 
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Changes in Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


For the Years Ended December 31 2017 2016 2015 
(In millions) 
Standardized Measure of Discounted Future Net Cash Flows at January 1 ........ $ 4,025 §$ 7,190 $ 17,002 
Changes during the year 
Sales and transfers of oil and gas produced during the year, net of production costs 
cedar butevedtycuascddvow ts cadsd asda tecaisutae aust Gesu snesZeakesdases tectceaestiuctsiviivebtevaassies day aeveevbagsadeceiea (2,216) (1,368) (2,803) 
Development costs incurred during the year..........ecceceeseeseeeeceeeeseeeeeeeceeeceeeeeeeees 1,679 1,369 3,394 
Net changes in prices and production costs applicable to future production.......... 2,330 (4,284) (20,236) 
Net change in estimated future development COStS ..........cceeeeeseeeeeereeteteeeseeeeeeeees (568) (76) 5,116 
Extensions and discoveries (including improved recovery) of oil and gas reserves, 
less related ‘COStS.s<.ssccsccsscasscdisdessagsnds vuscstes ciccaveenagnsdecoassiascessacdbeencevscasceastedesdacseteced 1,282 338 530 
Revisions of previous oil and gas reserve estimates ..........cceceseeseeseeeeeeeeeseeeeeeeees 644 376 (1,274) 
Net purchases (sales) of minerals in place, before income taxes ..........::sceseeeeeeee 116 — (18) 
Accretion Of CiSCOUNE..........ccccccccsseceessceesssseceesseceessececsseeecesseceessececsseeeceseeceesseceeseees 603 779 2,799 
Net chan gen income taxes? i:. los aitiercvatincieat eaimenimmmnnneaienwely (709) 1,331 7,601 
Revision in rate or timing of future production and other changes .............eee (830) (1,630) (4,921) 
PO tal vevend sazavechstisazevesdunveveltsseviepvesabentsasuyeoverosnastarhasusitate counesaasbeatute io soveeused putas: 2,331 (3,165) (9,812) 
Standardized Measure of Discounted Future Net Cash Flows at December 31 ... $ 6,356 §$ 4,025 $ 7,190 


90 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
QUARTERLY FINANCIAL DATA (UNAUDITED) 


Following are quarterly results of operations: 


2017 
First Second Third Fourth 
Quarter Quarter Quarter Quarter 
(In millions, except per share amounts) 

Sales and other operating revenues ..........ececcesesseeseeeecesecseceeeseeeceaeenecneeeseeaees $ 1,258 $ 1,197 $ 1,348 $ 1,663 
Gross profit (loss) from continuing operations (2) ........ceeecceseeeereeeeeeeeeteeneenee $ (69) $ (202) $ (2,631) $ (1,549) 
NGt INCOME OSS) csssseesestandedciestesses Russyes ascan laces eayadscstaydiaasenaeneawmcaseesneeienes (296) (417) (593) (2,635) 
Less: Net income (loss) attributable to noncontrolling interests... 28 32 31 42 
Net income (loss) attributable to Hess Corporation...........ceececeseecereeeeeeeeeeeeeee (324) (449) (624) (2,677) 
Less: Prefetréd stock dividends ssi.cctssscsssscivesssvcsses feattisessasvncasesvadesdesseaitoneasteonss 12 11 11 12 
Net income (loss) attributable to Hess Corporation common stockholders...... $ (336) $ (460) §$ (635)(b) $ (2,689)(c) 
Net income (loss) attributable to Hess Corporation per common share: 

BASIC d.deinescivsansispiateaesevsanciead senate cudsasaeatvant avast aghdu asda $ (1.07) §$ (1.46) $ (2.02) $ (8.57) 

MUO \ssccavesesits cadens cc satntivedsstes pdarsbloaes cdepsbbvvedesthastevsnbicehwitandesseedteceaventsceess $ (1.07) $ (1.46) $ (2.02) $ (8.57) 

2016 
First Second Third Fourth 
Quarter Quarter Quarter Quarter 
(In millions, except per share amounts) 

Sales and other operating revenues .........ccceeeseeecseeseeeceeceeeseteceseseseeeeesaeeeseeenes $ 973 $ 1,224 §$ 1,177 $ 1,388 
Gross profit (loss) from continuing operations (8) ........ceeeeeeeeeteeseereeeeeeeeeeeaes $ (539) §$ (333) §$ (304) $ (417) 
Net 1nCome: (OSs) vier c.vatstyadstivarstvatsessevetuetiea donee vetsivenel sation sesets vat iateenemanacveans (488) (373) (317) (4,898) 
Less: Net income (loss) attributable to noncontrolling interests................06+ 21 19 22 (6) 
Net income (loss) attributable to Hess Corporation.............::ccscecceeseeeeeeeneeeeeeee (509) (392) (339) (4,892) 
Less: Preferred stock dividends... ceecesesseeseneeseceeseeecseesecsesecsaesesneeseeeesaeea 6 12 12 11 
Net income (loss) attributable to Hess Corporation common stockholders...... $ (515) §$ (404)(d) $ (351)  $(4,903)(e) 
Net income (loss) attributable to Hess Corporation per common share: 

IB QS 1G. cesses seussg cad cise paeSauiea econ cceuuepiectadeagiccuatetedeeadeasaiis saves eeuentensebeepacmeasegtendi ve $ (1.72) $ (1.29) $ (1.12)  $ (15.65) 

DU ses seas i52. aces sds Seacsedhod esate dae dieekas deadsie. Gdacsitoueedeessatedeecsdasatesesecseidsauenecte $ (1.72) $ (1.29) § (1.12)  $(15.65) 


(a) Gross profit represents Sales and other operating revenues, less Marketing expenses, Operating costs and expenses, Production and severance taxes, 
Depreciation, depletion and amortization and Impairment. 

(b) Includes an after-tax impairment charge of $550 million ($2,503 million pre-tax) associated with the expected sale of our interests in Norway and an 
after-tax gain of $280 million ($280 million pre-tax) related to the sale of our Permian assets. 

(c) Includes an after-tax impairment charge of $1,700 million ($1,700 million pre-tax) associated with certain Gulf of Mexico assets, an after-tax charge of 
$280 million to fully impair the carrying value of our interests in Ghana ($280 million pre-tax), and a net $371 million after-tax loss related to sales of 
our interests in Norway and Equatorial Guinea ($371 million pre-tax). 

(d) Includes an after-tax charge of $52 million ($83 million pre-tax) related to dry hole and related expenses, an after-tax charge of $22 million ($36 
million pre-tax) associated with the termination of a drilling rig contract and an after-tax gain of $17 million ($27 million pre-tax) related to the sale of 
undeveloped acreage, onshore United States. 

(e) Includes a noncash charge of $3,749 million to establish valuation allowances against net deferred tax assets at December 31, 2016, an after-tax charge 
of $693 million ($938 million pre-tax) to fully impair the carrying value of our Equus natural gas project offshore the North West Shelf of Australia, and 
other after-tax charges of $145 million ($272 million pre-tax) related to offshore rig costs, loss on debt extinguishment, impairment of rail cars, 
severance and other charges. 


The results of operations for the periods reported herein should not be considered as indicative of future operating results. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 


None. 


Item 9A. Controls and Procedures 


Based upon their evaluation of the Corporation’s disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-15(e) and 15d-15(e)) as of December 31, 2017, John B. Hess, Chief Executive Officer, and John P. Rielly, Chief 
Financial Officer, concluded that these disclosure controls and procedures were effective as of December 31, 2017. 


There was no change in internal controls over financial reporting identified in the evaluation required by paragraph (d) of 
Rules 13a-15 or 15d-15 in the quarter ended December 31, 2017 that has materially affected, or is reasonably likely to 
materially affect, internal controls over financial reporting. 


Management’s report on internal control over financial reporting and the attestation report on the Corporation’s internal 
controls over financial reporting are included in /tem 8. Financial Statements and Supplementary Data of this annual report 
on Form 10-K. 

Item 9B. Other Information 


None. 


PART III 


Item 10. Directors, Executive Officers and Corporate Governance 


Information relating to Directors is incorporated herein by reference to “Election of Directors” from the Corporation’s 
definitive proxy statement for the 2018 annual meeting of stockholders. 


The Corporation has adopted a Code of Business Conduct and Ethics applicable to the Corporation’s directors, officers 
(including the Corporation’s principal executive officer and principal financial officer) and employees. The Code of 
Business Conduct and Ethics is available on the Corporation’s website. In the event that we amend or waive any of the 
provisions of the Code of Business Conduct and Ethics that relate to any element of the code of ethics definition enumerated 
in Item 406(b) of Regulation S-K, we intend to disclose the same on the Corporation’s website at www.hess.com. 


Information relating to the audit committee is incorporated herein by reference to “Election of Directors” from the 
Corporation’s definitive proxy statement for the 2018 annual meeting of stockholders. 
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Executive Officers of the Corporation 


The following table presents information as of February 21, 2018 regarding executive officers of the Corporation: 


Year 
Individual 
Became an 
Executive 
Name _Age_ Office Held* and Business Experience ___Officer_ 
John B. Hess 63 Chief Executive Officer and Director 1983 


Mr. Hess has been Chief Executive Officer of the Corporation since 
1995 and employed by the Corporation since 1977. He has over 40 
years of experience in the oil and gas industry. 

Gregory P. Hill 56 Chief Operating Officer, Executive Vice President and President, 2009 
Exploration and Production 
Mr. Hill has been Chief Operating Officer since 2014. Mr. Hill has been 
President of Corporation's worldwide Exploration and Production 
business since joining the Corporation in January 2009. Prior to joining 
the Corporation, Mr. Hill spent 25 years at Royal Dutch Shell and its 
affiliates in a variety of operations, engineering, technical and 
managerial roles in Asia-Pacific, Europe and the United States. 

Timothy B. Goodell 60 Senior Vice President and General Counsel 2009 
Mr. Goodell has been the Senior Vice President and General Counsel of 
the Corporation since 2009. Prior to joining the Corporation in 2009, he 
was a partner at the law firm of White & Case, LLP where he spent 25 
years. 

John P. Rielly 55 Senior Vice President and Chief Financial Officer 2002 
Mr. Rielly has been the Senior Vice President and Chief Financial 
Officer of the Corporation since 2004. Mr. Rielly previously served as 
Vice President and Controller of the Corporation from 2001 to 2004. 
Prior to joining the Corporation in 2001, he was a Partner at Ernst & 
Young, LLP where he was employed for 16 years. 

Andrew Slentz 56 Senior Vice President, Human Resources 2016 
Mr. Slentz has been Senior Vice President, Human Resources of the 
Corporation since April 2016. Prior to joining the Corporation, Mr. 
Slentz served as Executive Vice President of Administration and Human 
Resources at Peabody Energy since 2010. Mr. Slentz has over 25 years 
in human resources experience at large international public companies. 

Brian D. Truelove 59 Senior Vice President, Global Services 2014 
Mr. Truelove has been Senior Vice President, Global Services of the 
Corporation since 2017. He previously served as Senior Vice President, 
Offshore. Prior to joining the Corporation in 2011, Mr. Truelove spent 
30 years with Royal Dutch Shell and its affiliates, where he served in a 
variety of managerial and operating roles around the world. 

Michael R. Turner 58 Senior Vice President, Global Production 2014 
Mr. Turner has been Senior Vice President, Global Production of the 
Corporation since 2017. He previously served as Senior Vice President, 
Onshore. Prior to joining the Corporation in 2009, Mr. Turner spent 28 
years with Royal Dutch Shell and its affiliates in a variety of production 
leadership positions around the world. 

Barbara Lowery- Yilmaz 61 Senior Vice President, Exploration 2014 
Ms. Lowery-Yilmaz has been the Senior Vice President, Exploration of 
the Corporation since August 2014. Ms. Lowery-Yilmaz has over 30 
years of oil and gas industry experience in exploration and technology 
with BP ple and its affiliates including senior leadership roles. 

*All officers referred to herein hold office in accordance with the By-laws until the first meeting of directors in connection with the annual meeting of 


stockholders of the Registrant and until their successors shall have been duly chosen and qualified. Each of said officers was elected to the office opposite 
their name on June 6, 2017. 
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Except for Ms. Lowery-Yilmaz and Mr. Slentz, each of the above officers has been employed by the Corporation or its 
affiliates in various managerial and executive capacities for more than five years. Prior to joining the Corporation, Ms. 
Lowery-Yilmaz served in senior executive positions in Exploration and Production at BP ple and Mr. Slentz served in senior 
executive positions in human resources at Peabody Energy and its affiliates. 


Item 11. Executive Compensation 


Information relating to executive compensation is incorporated herein by reference to “Election of Directors—Executive 
Compensation and Other Information,” from the Corporation’s definitive proxy statement for the 2018 annual meeting of 
stockholders. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 


Information pertaining to security ownership of certain beneficial owners and management is incorporated herein by 
reference to “Election of Directors—Ownership of Voting Securities by Certain Beneficial Owners” and “Election of 
Directors—Ownership of Equity Securities by Management” from the Corporation’s definitive proxy statement for the 
2018 annual meeting of stockholders. 


See Equity Compensation Plans in /tem 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and 
Issuer Purchases of Equity Securities for information pertaining to securities authorized for issuance under equity 
compensation plans. 

Item 13. Certain Relationships and Related Transactions, and Director Independence 

Information relating to this item is incorporated herein by reference to “Election of Directors” from the Corporation’s 
definitive proxy statement for the 2018 annual meeting of stockholders. 
Item 14. Principal Accounting Fees and Services 


Information relating to this item is incorporated by reference to “Ratification of Selection of Independent Auditors” from 
the Corporation’s definitive proxy statement for the 2018 annual meeting of stockholders. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules 


(a) 1. and 2. Financial statements and financial statement schedules 


The financial statements filed as part of this Annual Report on Form 10-K are listed in the accompanying index to 
financial statements and schedules in /tem 8. Financial Statements and Supplementary Data. 


3. Exhibits 


The exhibits required to be filed pursuant to Item 15(b) of Form 10-K are listed in the Exhibit Index filed herewith, which 
Exhibit Index is incorporated herein by reference. 


3(1) 


3(2) 


3(3) 


3(4) 


3(5) 


4(1) 


4(3) 


4(4) 


4(5) 


4(6) 


4(7) 


4(8) 


4(9) 


4(10) 


Restated Certificate of Incorporation of Registrant, including amendment thereto dated May 3, 2006 
incorporated by reference to Exhibit 3(1) of Registrant’s Form 10-Q for the three months ended June 30, 2006. 


Certificate of Amendment to Restated Certificate of Incorporation of Registrant, dated May 22, 2013, 
incorporated by reference to Exhibit 3(1) of Form 8-K of Registrant filed on May 22, 2013. 


Certificate of Amendment to Restated Certificate of Incorporation of Registrant, effective May 12, 2014, 
incorporated by reference to Exhibit 3(1) of Form 8-K of Registrant filed on May 13, 2014. 


Certificate of Designations of 8.00% Series A Mandatory Convertible Preferred Stock of Hess Corporation, 
including Form of Certificate for the 8.00% Series A Mandatory Convertible Preferred Stock incorporated by 
reference to Exhibit 3(1) of Form 8-K of Registrant filed on February 10, 2016. 


By-laws of Registrant incorporated by reference to Exhibit 3(2) of Form 8-K of Registrant filed on November 9, 
2015. 


Five-Year Credit Agreement, dated as of January 21, 2015, as amended and restated as of December 1, 2017, 
among Hess Corporation, the subsidiaries party thereto, the lenders party thereto and JPMorgan Chase Bank, 
N.A., as administrative agent. Incorporated by reference to Exhibit 10(1) of Form 8-K of Registrant filed on 
December 7, 2017. 


Indenture dated as of October 1, 1999, between Registrant and The Chase Manhattan Bank, as Trustee, 
incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three months ended September 30, 
1999. 


First Supplemental Indenture, dated as of October 1, 1999, between Registrant and The Chase Manhattan Bank, 
as Trustee, relating to Registrant’s 7°/s% Notes due 2009 and 7’/;% Notes due 2029, incorporated by reference to 
Exhibit 4(2) of Form 10-Q of Registrant for the three months ended September 30, 1999. 


Prospectus Supplement, dated August 8, 2001, to Prospectus dated July 27, 2001 relating to Registrant’s 
5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 7.30% Notes due 2031, incorporated 
by reference to Registrant’s prospectus filed pursuant to Rule 424(b)(2) under the Securities Act of 1933, as 
amended, on August 9, 2001. 


Prospectus Supplement, dated February 28, 2002, to Prospectus dated July 27, 2001 relating to Registrant’s 
7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed pursuant to Rule 424(b)(4) 
under the Securities Act of 1933, as amended, on March 1, 2002. 


Indenture dated as of March 1, 2006, between Registrant and The Bank of New York Mellon, as successor to JP 
Morgan Chase Bank, N.A., as Trustee, including form of Note, incorporated by reference to Exhibit 4 to 
Registrant’s Form S-3ASR filed on March 1, 2006. 


Form of 8.125% Note due 2019, incorporated by reference to Exhibit 4(2) to Form 8-K of the Registrant, filed 
on February 4, 2009. 


Form of 6.00% Note due 2040, incorporated by reference to Exhibit 4(1) to Form 8-K of Registrant filed on 
December 15, 2009. 


Form of 5.60% Note due 2041, incorporated by reference to Exhibit 4(1) to Form 8-K of Registrant filed on 
August 12, 2010. 
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4(11) 


4(12) 


4(13) 


4(14) 


4(15) 


10(1)* 


10(2)* 


10(3)* 


10(4)* 


10(5)* 


10(6)* 


10(7)* 


10(8)* 


10(9)* 


10(10)* 


10(11)* 


10(12)* 


Form of 1.30% Note due 2017, incorporated by reference to Exhibit 4(2) to Form 8-K of Registrant filed on June 
25, 2014. 


Form of 3.50% Note due 2024, incorporated by reference to Exhibit 4(3) to Form 8-K of Registrant filed on June 
25, 2014. 


Deposit Agreement, dated as of February 10, 2016, among Hess Corporation and Computershare Inc. and 
Computershare Trust Company, N.A., as depositary, on behalf of all holders from time to time of the receipts 
issued thereunder, including Form of Depositary Receipt for the Depositary Shares incorporated by reference to 
Exhibit 4(2) of Form 8-K of Registrant filed on February 10, 2016. 


Form of 4.30% Note due 2027, incorporated by reference to Exhibit 4(1) to Form 8-K of Registrant filed on 
September 28, 2016. 


Form of 5.80% Note due 2047, incorporated by reference to Exhibit 4(2) to Form 8-K of Registrant filed on 
September 28, 2016. 


Other instruments defining the rights of holders of long-term debt of Registrant and its consolidated subsidiaries 
are not being filed since the total amount of securities authorized under each such instrument does not exceed 
10% of the total assets of Registrant and its subsidiaries on a consolidated basis. Registrant agrees to furnish to 
the Securities and Exchange Commission a copy of any instruments defining the rights of holders of long-term 
debt of Registrant and its subsidiaries upon request. 


Annual Cash Incentive Plan description incorporated by reference to Item 5.02 of Form 8-K of Registrant filed 
on March 6, 2017. 


Financial Counseling Program description incorporated by reference to Exhibit 10(6) of Form 10-K of Registrant 
for the fiscal year ended December 31, 2004. 


Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of Form 10-K of 
Registrant for the fiscal year ended December 31, 2006. 


2016 Performance Incentive Plan for Senior Officers, as approved by stockholders on May 4, 2016, incorporated 
by reference to Exhibit 10(1) to Form 8-K of Registrant filed on May 10, 2016. 


Hess Corporation Pension Restoration Plan, dated January 19, 1990, incorporated by reference to Exhibit 10(9) 
of Form 10-K of Registrant for the fiscal year ended December 31, 1989. (P) 


Amendment, dated December 31, 2006, to Hess Corporation Pension Restoration Plan, incorporated by reference 
to Exhibit 10(10) of Form 10-K of Registrant for the fiscal year ended December 31, 2006. 


Letter Agreement, dated May 17, 2001, between Registrant and John P. Rielly relating to Mr. Rielly’s 
participation in the Hess Corporation Pension Restoration Plan, incorporated by reference to Exhibit 10(18) of 
Form 10-K of Registrant for the fiscal year ended December 31, 2002. 


Second Amended and Restated 1995 Long-term Incentive Plan, including forms of awards thereunder, incorporated 
by reference to Exhibit 10(1 1) of Form 10-K of Registrant for the fiscal year ended December 31, 2004. 


Amended and Restated 2008 Long-term Incentive Plan, incorporated by reference to exhibit 10(1) of Form 8-K 
of the Registrant filed on May 12, 2015. 


Forms of Awards under Registrant’s 2008 Long-term Incentive Plan, incorporated by reference to Exhibit 10(14) 
of Form 10-K of Registrant for the fiscal year ended December 31, 2009. 


Form of Performance Award Agreement under Registrant’s 2008 Long-term Incentive Plan incorporated by 
reference to Exhibit 10(2) of Form 8-K of Registrant filed on March 13, 2012. 


Form of Restricted Stock Award Agreement under Registrant’s Amended and Restated 2008 Long-term 
Incentive Plan, incorporated by reference to Exhibit 10(2) of Form 10-Q of Registrant for the three months 
ended March 31, 2015. 
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10(13)* 


10(14)* 


10(15)* 


10(16)* 


10(17)* 


10(18) 


10(19)* 


10(20)* 


10(21)* 


10(22) 


10(23) 


21 
23(1) 
23(2) 
31(1) 
31(2) 
32(1) 


32(2) 


99(1) 


101(INS) 


Form of Performance Award Agreement for the three-year period ending December 31, 2016 under Registrant’s 
2008 Long-term Incentive Plan, incorporated by reference to Exhibit 10(1) of Form 10-Q of Registrant for the 
three months ended March 31, 2014. 


Form of Performance Award Agreement for the three-year period ending December 31, 2017 under Registrant’s 
Amended and Restated 2008 Long-term Incentive Plan, incorporated by reference to Exhibit 10(3) of Form 10-Q 
of Registrant for the three months ended March 31, 2015. 


Compensation program description for non-employee directors, incorporated by reference to Item 1.01 of 
Form 8-K of Registrant filed on January 4, 2007. 


Form of Amended and Restated Change in Control Termination Benefits Agreement, dated as of May 29, 2009, 
incorporated by reference to Exhibit 10(1) of Form 10-Q of Registrant for the three months ended June 30, 2009. 
A substantially identical agreement (differing only in the signatories thereto) was entered into between 
Registrant and John B. Hess. 


Amended and Restated Change in Control Termination Benefits Agreement, dated as of May 29, 2009, between 
Registrant and John P. Rielly, incorporated by reference to Exhibit 10(17) of Form 10-K of Registrant for the 
fiscal year ended December 31, 2009. Substantially identical agreements (differing only in the signatories 
thereto) were entered into between Registrant and other executive officers (including the named executive 
officers, other than Michael Turner and John B. Hess). 


Form of Change in Control Termination Benefits Agreement, dated as of August 3, 2015, between the Registrant 
and Michael R. Turner, incorporated by reference to Exhibit 10(3) of Form 10-Q of Registrant for the 
three months ended June 30, 2015. Substantially identical agreements (differing only in the signatories thereto) 
were entered into between the Registrant and four other senior officers. 


Agreement between Registrant and Gregory P. Hill, relating to Mr. Hill’s compensation and other terms of 
employment, incorporated by reference to Item 5.02 of Form 8-K of Registrant filed January 7, 2009. 


Agreement between Registrant and Timothy B. Goodell, relating to Mr. Goodell’s compensation and other terms 
of employment, incorporated by reference to Exhibit 10(20) of Registrant’s Form 10-K for the fiscal year ended 
December 31, 2009. 


Deferred Compensation Plan of Registrant, dated December 1, 1999, incorporated by reference to Exhibit 10(16) 
of Form 10-K of Registrant for the fiscal year ended December 31, 1999. 


Agreement, dated as of May 16, 2013, among Registrant, Elliott Associates, L.P. and Elliott International, L.P., 
incorporated by reference to Exhibit 99(1) of Form 8-K of Registrant filed on May 22, 2013. 


Hess Corporation 2017 Long-Term Incentive Plan, incorporated by reference to Exhibit 10(1) of Form 8 K of 
Registrant filed on June 13, 2017. 


Subsidiaries of Registrant. 

Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated February 21, 2018. 
Consent of DeGolyer and MacNaughton dated February 21, 2018. 

Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) (17 CFR 240.15d-14(a)). 
Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) (17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) (17 CFR 240. 15d-14(b)) 
and Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. 1350). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) (17 CFR 240.15d-14(b)) 
and Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. 1350). 


Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting Firm, dated 
February 7, 2018, on proved reserves audit as of December 31, 2017 of certain properties attributable to 
Registrant. 


XBRL Instance Document 
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101(SCH) XBRL Schema Document 

101(CAL) XBRL Calculation Linkbase Document 
101(LAB) XBRL Labels Linkbase Document 
101(PRE) XBRL Presentation Linkbase Document 
101(DEF) XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, on the 21st day of 
February 2018. 


HESS CORPORATION 
(Registrant) 

By ; 
(John P. Rielly) 


Senior Vice President and 
Chief Financial Officer 
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POWER OF ATTORNEY 


Each person whose signature appears below constitutes and appoints John B. Hess, Timothy B. Goodell and John 
P. Rielly or any of them, his true and lawful attorneys-in-fact and agents, with full power of substitution and 
resubstitution, for him and in his name, place and stead, in any and all capacities, to sign any and all amendments to 
Annual Report on Form 10-K, and to file the same, with all exhibits thereto, and other documents in connection 
therewith with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of 
them, full power and authority to do and to perform each and every act and thing requisite and necessary to be done 
in and about the premises, as fully and to all intents and purposes as he might or would do in person, hereby ratifying 
and confirming all that said attorneys-in-fact and agents or any of them, or their or his substitute or substitutes, may 
lawfully do or cause to be done by virtue hereof. 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the Registrant and in the capacities and on the dates indicated. 


Signature Title Date 
/s/ JOHN B. HESS Director and February 21, 2018 
John B. Hess Chief Executive Officer 


/s/ JAMES H. QUIGLEY 


(Principal Executive Officer) 


Director and 


February 21, 2018 


James H. Quigley Chairman of the Board 


/s/ RODNEY F. CHASE Director February 21, 2018 
Rodney F. Chase 
/s/ TERRENCE J. CHECKI Director February 21, 2018 
Terrence J. Checki 
/s/ LEONARD S. COLEMAN JR. Director February 21, 2018 


Leonard S. Coleman Jr. 


/s/ EDITH E. HOLIDAY Director February 21, 2018 
Edith E. Holiday 
/s/ DR. RISA LAVIZZO-MOUREY Director February 21, 2018 


Dr. Risa Lavizzo-Mourey 


/s/ MARC S. LIPSCHULTZ Director February 21, 2018 
Marc S. Lipschultz 
/s/ DAVID MCMANUS Director February 21, 2018 
David McManus 
/s/ DR. KEVIN O. MEYERS Director February 21, 2018 


Dr. Kevin O. Meyers 


/s/ FREDRIC G. REYNOLDS Director 
Fredric G. Reynolds 


February 21, 2018 


/s/ JOHN P. RIELLY 
John P. Rielly 


/s/ WILLIAM G. SCHRADER 
William G. Schrader 


Senior Vice President and Chief 
Financial Officer 
(Principal Financial and Accounting Officer) 


Director 
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February 21, 2018 


February 21, 2018 


Description 


Schedule II 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
VALUATION AND QUALIFYING ACCOUNTS 
For the Years Ended December 31, 2017, 2016 and 2015 


Additions 
Charged to Charged to 
Balance Costs and Other Deductions Balance 
January 1 Expenses Accounts from Reserves December 31 


2017 
Losses on receivables ..........cccccceceseceseeeseeeesees $ 8 $ 1 §$ — § — § 9 
Deferred income tax valuation .............:ceee $ 5,450 $ 1,214 §$ — § 1,465 $ 5,199 

2016 — 2°. = 7 =... FL 
Losses on receivables .........ccccccccceseceseeeseeeeseees $ 43 § 5 § — §$ 40 $ 8 
Deferred income tax valuation .........00.cceee $ 1,578 $ 3,962 $§$ — §$ 90 $ 5,450 

2015 —... = f  S—SCi 
Losses on receivables .........cccccccecsseceseeeseeeseees $ 13 $ 32 §$ — §$ 2 $ 43 
Deferred income tax valuation ..........0..cce eee $ 1,416 $ 280 $ — §$ 118 $ 1,578 
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Exhibit 21 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
SUBSIDIARIES OF THE REGISTRANT 


Registrant 


Name of Company ownership % Jurisdiction 
Hess Asia Holdings Inc 100 Cayman Islands 
Hess Bakken Investments IT L.L.C. 100 Delaware 
Hess Bakken Investments III L.L.C. 100 Delaware 
Hess Bakken Investments IV L.L.C. 100 Delaware 
Hess Canada Oil and Gas ULC 100 Canada 
Hess Capital Corporaton S.a.r.l. 100 Luxembourg 
Hess Capital Holdings Limited 100 Cayman Islands 
Hess Capital Limited 100 Cayman Islands 
Hess Capital Services Corporation 100 Delaware 
Hess Capital Services L.L.C. 100 Delaware 
Hess CO2 Resources L.L.C. 100 Delaware 
Hess Denmark Aps 100 Denmark 
Hess Equatorial Guinea Investments Limited 100 Cayman Islands 
Hess Exploration and Production Malaysia B.V. 100 The Netherlands 
Hess Exploration Australia PTY Limited 100 Australia 
Hess Energy Exploration Limited 100 Delaware 
Hess Exploration & Production Holdings Limited 100 Delaware 
Hess Finance 100 England & Wales 
Hess Ghana Exploration Limited 100 Ghana 
Hess (Ghana) Limited 100 Cayman Islands 
Hess Ghana Investments II Limited 100 Cayman Islands 
Hess Ghana (Paradise) Limited 100 Cayman Islands 
Hess GOM Deepwater L.L.C. 100 Delaware 
Hess GOM Exploration L.L.C. 100 Delaware 
Hess Gulf of Mexico Ventures L.L.C. 100 Delaware 
Hess Guyana Exploration (Liza) Limited 100 Cayman Islands 
Hess Guyana Exploration Limited 100 Cayman Islands 
Hess Holdings EG Limited 100 Cayman Islands 
Hess Holdings West Africa Limited 100 Cayman Islands 
Hess Hungary Finance KFT 100 Hungary 
Hess (Indonesia- VIII) Holdings Limited 100 Cayman Islands 
Hess Infrastructure Partners LP 50 Delaware 
Hess International Holdings Corporation 100 Delaware 
Hess International Holdings Limited 100 Cayman Islands 
Hess Libya Exploration Limited 100 Cayman Islands 
Hess Libya (Waha) Limited 100 Cayman Islands 
Hess Limited 100 England & Wales 
Hess Llano L.L.C 100 Delaware 
Hess Middle East New Ventures Limited 100 Cayman Islands 
Hess Midstream Partners LP 36 Delaware 
Hess Midstream Partners GP LP 50 Delaware 
Hess (Netherlands) Oil & Gas Holdings C.V. 100 The Netherlands 
Hess New Ventures Exploration Limited 100 Cayman Islands 
Hess North Dakota Export Logistics L.L.C. 47 Delaware 
Hess North Dakota Export Logistics Holdings L.L.C. 47 Delaware 


Registrant 


Name of Company ownership % Jurisdiction 
Hess North Dakota Export Logistics Operations LP 47 Delaware 
Hess North Dakota Pipelines L.L.C. 47 Delaware 
Hess North Dakota Pipelines Holdings L.L.C. 47 Delaware 
Hess North Dakota Pipelines Operations LP 47 Delaware 
Hess Norway Investments Limited 100 Cayman Islands 
Hess Norway LP 100 Cayman Islands 
Hess NWE Holdings Limited 100 England & Wales 
Hess Ohio Developments, L.L.C. 100 Delaware 
Hess Ohio Holdings Corporation 100 Delaware 
Hess Ohio Sub-Holdings L.L.C. 100 Delaware 
Hess Oil and Gas Holdings Inc. 100 Cayman Islands 
Hess Canada Oil and Gas ULC 100 Canada 
Hess Oil Company Of Thailand (JDA) Limited 100 Cayman Islands 
Hess Shenzi L.L.C. 100 Delaware 
Hess Stampede L.L.C. 100 Delaware 
Hess Tank Cars L.L.C. 47 Delaware 
Hess TGP Finance Company L.L.C. 100 Delaware 
Hess TGP Holdings L.L.C. 47 Delaware 
Hess TGP Operations LP 47 Delaware 
Hess Tioga Gas Plant L.L.C. 47 Delaware 
Hess Trading Corporation 100 Delaware 
Hess Tubular Bells L.L.C. 100 Delaware 
Hess West Africa Holdings Limited 100 Cayman Islands 
HIH C.V. 100 The Netherlands 


Each of the foregoing subsidiaries conducts business under the name listed. The above list does not include 38 subsidiary 
holding companies (14 domestic and 24 non-U.S.) that would otherwise be reported except that they are ultimately 100% 
owned by the Registrant and, as their line of business, fulfill similar roles to those holding companies separately identified in 
the above list. In addition, we have excluded subsidiaries associated with divested assets, discontinued activities and those 
that when considered in the aggregate as a single subsidiary, would not constitute a significant subsidiary. 


Exhibit 23(1) 


Consent of Independent Registered Public Accounting Firm 


We consent to the incorporation by reference in the following Registration Statements: 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 
(9) 


Registration Statement (Form S-8 No. 333-43569) pertaining to the Hess Corporation Employees’ Savings and 
Stock Bonus Plan, 


Registration Statement (Form S-8 No. 333-94851) pertaining to the Hess Corporation Amended and Restated 
1995 Long-Term Incentive Plan, 


Registration Statement (Form S-8 No. 333-115844) pertaining to the Hess Corporation Second Amended and 
Restated 1995 Long-Term Incentive Plan, 


Registration Statement (Form S-8 No. 333-150992) pertaining to the Hess Corporation 2008 Long-Term 
Incentive Plan, 


Registration Statement (Form S-8 No. 333-167076) pertaining to the Hess Corporation 2008 Long-Term 
Incentive Plan, 


Registration Statement (Form S-8 No. 333-181704) pertaining to the Hess Corporation 2008 Long-Term 
Incentive Plan, 


Registration Statement (Form S-8 No. 333-204929) pertaining to the Hess Corporation Amended and Restated 
2008 Long-Term Incentive Plan, 


Registration Statement (Form S-3 No. 333-202379) of Hess Corporation, and 


Registration Statement (Form S-8 No. 333-219113) pertaining to the Hess Corporation 2017 Long-Term 
Incentive Plan 


of our reports dated February 21, 2018, with respect to the consolidated financial statements and schedule of Hess 
Corporation and the effectiveness of internal control over financial reporting of Hess Corporation included in this Annual 
Report (Form 10-K) of Hess Corporation for the year ended December 31, 2017. 


Zins? ~ 


Fouruy <2 


New York, New York 
February 21, 2018 
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DEGOLYER AND MACNAUGHTON 
5001 SPRING VALLEY ROAD 
SUITE 800 EAST 
DALLAS, TEXAS 75244 


February 21, 2018 


Hess Corporation 
1185 Avenue of the Americas 
New York, New York 10036 


Ladies and Gentlemen: 


We hereby consent to the use of the name DeGolyer and MacNaughton, to references to DeGolyer and MacNaughton as 
an independent petroleum engineering consulting firm, to references to our third-party letter report dated February 7, 2018, 
containing our opinion on the estimated proved reserves, as of December 31, 2017 attributable to certain properties that Hess 
Corporation has represented that it owns (our “Report’”) under the heading “Proved Oil and Gas Reserves-Reserves Audit,” 
and to the inclusion of our Report as an exhibit in Hess Corporation’s Annual Report on Form 10-K for the year ended 
December 31, 2017. We also consent to all such references, including under the heading “Experts,” and to the incorporation 
by reference of our Report in the Registration Statements filed by Hess Corporation on Form S-3 (No. 333-202-379) and 
Form S-8 (No. 333-43569, No. 333-94851, No. 333-115844, No. 333-150992, No. 333-167076, No. 333-181704, and No. 
333-204929). 


Very truly yours, 


Shbs ad T° Ttes h bn... 


DeGOLYER and MacNAUGHTON 
Texas Registered Engineering Firm F-716 
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I, John B. Hess, certify that: 


1. I have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, 
is made known to us by others within those entities, particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board of directors (or persons 
performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report 
financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting. 


Date: February 21, 2018 
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I, John P. Rielly, certify that: 


1. [have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, 
is made known to us by others within those entities, particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to 
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control 
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board of directors (or persons 
performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report 
financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting. 


By 
ohn P. Rielly 
Senior Vice President and 
Chief Financial Officer 
Date: February 21, 2018 


Exhibit 32(1) 
CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period ended 
December 31, 2017 as filed with the Securities and Exchange Commission on the date hereof (the Report), I, John B. Hess, 
Chief Executive Officer of the Corporation, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 
of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, 
as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results 


of operations of the Corporation. 
By 3) Bs 


J B. Hess 


Chief Executive Officer 
Date: February 21, 2018 
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CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period ended 
December 31, 2017 as filed with the Securities and Exchange Commission on the date hereof (the Report), I, John P. Rielly, 
Senior Vice President and Chief Financial Officer of the Corporation, certify, pursuant to 18 U.S.C. Section 1350, as adopted 
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, 
as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results 


of operations of the Corporation. 
By 2 
ohn P. Rielly 


Senior Vice President and 
Chief Financial Officer 


Date: February 21, 2018 
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DeGolyer and MacNaughton 
5001 Spring Valley Road 
Suite 800 East 
Dallas, Texas 75244 


February 7, 2018 


Board of Directors 

Hess Corporation 

1185 Avenue of the Americas 
New York, New York 10036 


Ladies and Gentlemen: 


Pursuant to your request, we have conducted a reserves audit of the net proved oil, condensate, natural gas liquids 
(NGL), and gas reserves, as of December 31, 2017, of certain selected properties in which Hess Corporation (Hess) has 
represented that it owns an interest to determine the reasonableness of Hess’ estimates. This evaluation was completed on 
February 7, 2018. Hess has represented to us that these properties account for approximately 79.9 percent on a net equivalent 
barrel basis of Hess’ net proved reserves, as of December 31, 2017, and that the net proved reserves estimates have been 
prepared in accordance with the reserves definitions of Rules 4-10(a) (1)-(32) of Regulation S-X of the Securities and 
Exchange Commission (SEC) of the United States. We have reviewed information provided to us by Hess that it represents to 
be Hess’ estimates of the net reserves, as of December 31, 2017, for the same properties as those which we evaluated. This 
report was prepared in accordance with guidelines specified in Item 1202 (a)(8) of Regulation S-K and is to be used for 
inclusion in certain SEC filings by Hess. 


Reserves estimates included herein are expressed as net reserves as represented by Hess. Gross reserves are defined 
as the total estimated petroleum to be produced from these properties after December 31, 2017 Net reserves are defined as 
that portion of the gross reserves attributable to the interests owned by Hess after deducting all interests owned by others. 


Certain properties in which Hess has an interest are subject to the terms of various profit sharing agreements. The 
terms of these agreements generally allow for working interest participants to be reimbursed for portions of capital costs and 
operating expenses and to share in the profits. The reimbursements and profit proceeds are converted to a barrel of oil 
equivalent or cubic foot of gas equivalent by dividing by product prices to determine the “entitlement reserves.” These 
entitlement reserves are equivalent in principle to net reserves and are used to calculate an equivalent net share, termed an 
“entitlement interest.” In this report, Hess net reserves or interest for certain properties subject to these agreements is the 
entitlement based on Hess’ working interest. 


Estimates of oil, condensate, NGL, and gas reserves should be regarded only as estimates. Such estimates are based 
upon information that is currently available and may change as further production history and additional information become 
available. Such estimates are also subject to the uncertainties inherent in the application of judgmental factors in interpreting 
such information. 


Data used in this audit were obtained from reviews with Hess personnel, from Hess files, from records on file with 
the appropriate regulatory agencies, and from public sources. Additionally, this information includes data supplied by IHS 
Global Inc.; Copyright 2017 THS Global Inc. In the preparation of this report we have relied, without independent 
verification, upon such information furnished by Hess with respect to property interests, production from such properties, 
costs of operation and development, prices for production, agreements relating to current and future operations and sale of 
production, and various other information and data that were accepted as represented. A field examination of the properties 
was not considered necessary for the purposes of this report. In our opinion, the adequacy and quality of the data provided to 
us were sufficient for us to conduct this reserves audit. 
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Hess has represented that its estimated net proved reserves attributable to the reviewed properties were based on the 
definition of proved reserves of the SEC. The Hess net proved reserves attributable to these properties, as of December 31, 
2017, and which represent approximately 79.9 percent of total Hess net reserves on a net equivalent barrel basis, are 
summarized as follows, expressed in millions of barrels (MMbbI), billions of cubic feet (Bcf), and millions of barrels of oil 
equivalent (MMboe): 


Estimated by Hess 
Net Proved Reserves as of December 31, 2017 
Oil and Natural Gas 
Condensate Liquids Gas Oil Equivalent 
(MMbbl) (MMbbl) (Bef) (MMboe) 
United States 376 166 850 685 
Europe 49 0 94 64 
Africa 109 0 122 129 
Asia and Other 43 0 11 45 
Total 577 166 1,078 923 


Notes: 


1. Gas is converted to oil equivalent using an energy equivalent factor of 6,000 cubic feet of gas per | barrel of oil 
equivalent. 
2. Total may vary due to rounding. 


Opinion 
The assumptions, data, methods, and procedures used by DeGolyer and MacNaughton to conduct the reserves audit 
are appropriate for the purposes of this report. 


In our opinion, the information relating to estimated proved reserves of oil, condensate, natural gas liquids, and gas 
contained in this report has been prepared in accordance with Paragraphs 932-235-50-4, 932-235-50-6, 932-235-50-7, and 
932-235-50-9 of the Accounting Standards Update 932-235-50, Extractive Industries — Oil and Gas (Topic 932): Oil and 
Gas Reserve Estimation and Disclosures (January 2010) of the Financial Accounting Standards Board and Rules 4—10(a) 
(1)-(32) of Regulation S—X and Rules 302(b), 1201, and 1202(a) (1), (2), (3), (4), (8) of Regulation S—K of the Securities and 
Exchange Commission; provided, however, that estimates of proved developed and proved undeveloped reserves are not 
presented at the beginning of the year. 


To the extent the above-enumerated rules, regulations, and statements require determinations of an accounting or 
legal nature, we, as engineers, are necessarily unable to express an opinion as to whether the above-described information is 
in accordance therewith or sufficient therefor. 


In comparing the detailed net proved reserves estimates by field prepared by us and by Hess, we have found 
differences, both positive and negative, resulting in an aggregate difference of 4 percent when compared on the basis of net 
equivalent barrels. It is our opinion that the total net proved reserves estimates prepared by Hess, as of December 31, 2017, 
on the properties reviewed by us and referred to in the preceding table, when compared on the basis of net equivalent barrels, 
do not differ materially from those prepared by us. 


Methodology and Procedures 


Estimates of reserves were prepared by the use of appropriate geologic, petroleum engineering, and evaluation 
principles and techniques that are in accordance with practices generally recognized by the petroleum industry as presented in 
the publication of the Society of Petroleum Engineers entitled “Standards Pertaining to the Estimating and Auditing of Oil 
and Gas Reserves Information (Revision as of February 19, 2007).” The method or combination of methods used in the 
analysis of each reservoir was tempered by experience with similar reservoirs, stage of development, quality and 
completeness of basic data, and production history. 


Based on the current stage of field development, production performance, the development plans provided by Hess, 
and the analyses of areas offsetting existing wells with test or production data, reserves were classified as proved. 


When applicable, the volumetric method was used to estimate the original oil in place (OOIP) and the original gas in 
place (OGIP). Structure and isopach maps were constructed to estimate reservoir volume. Electrical logs, radioactivity logs, 
core analyses, and other available data were used to prepare these maps as well as to estimate representative values for 
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porosity and water saturation. When adequate data were available and when circumstances justified, material balance and 
other engineering methods were used to estimate OOIP or OGIP. 


Estimates of ultimate recovery were obtained after applying recovery factors to OOIP or OGIP. These recovery 
factors were based on consideration of the type of energy inherent in the reservoirs, analyses of the fluid properties, the 
structural positions of the properties, and the production histories. When applicable, material balance and other engineering 
methods were used to estimate recovery factors. An analysis of reservoir performance, including production rate, reservoir 
pressure, and gas-oil ratio behavior, was used in the estimation of reserves. 


For depletion-type reservoirs or those whose performance disclosed a reliable decline in producing-rate trends or 
other diagnostic characteristics, reserves were estimated by the application of appropriate decline curves or other 
performance relationships. In the analyses of production-decline curves, reserves were estimated only to the limits of 
economic production based on existing economic conditions or to the limit of the production licenses, whichever occurred 
earlier. 


Petroleum reserves estimated by Hess and by us are classified as proved and are judged to be economically 
producible in future years from known reservoirs under existing economic and operating conditions and assuming 
continuation of current regulatory practices using conventional production methods and equipment. Reserves were estimated 
only to the limit of economic production rates under existing economic and operating conditions using prices and costs 
consistent with the effective date of this report, including consideration of changes in existing prices provided only by 
contractual arrangements but not including escalations based upon future conditions. 


Gas quantities herein are expressed as marketable gas at the pressure and temperature base of the state or area in 
which the property is located. Marketable gas is defined as the total gas produced from the reservoir after reduction for 
shrinkage resulting from field separation; processing, including removal of nonhydrocarbon gas to meet pipeline 
specifications; and flare and other losses but not from fuel usage. Fuel gas is included as reserves. Oil and condensate 
reserves estimated herein are those to be recovered by conventional lease separation. Oil, NGL, and condensate reserves 
estimates included in this report are expressed in terms of barrels representing 42 United States gallons per barrel. NGL 
reserves are those attributed to the leasehold interests according to processing agreements and involve low-temperature 
separation. For reporting purposes, oil and condensate reserves have been estimated separately and are presented herein as a 
summed quantity. 


Definition of Reserves 


Petroleum reserves estimated by Hess included in this report are classified as proved. Only proved reserves have 
been evaluated for this report. Reserves classifications used by Hess in this report are in accordance with the reserves 
definitions of Rules 4—10(a) (1)-(32) of Regulation S—X of the SEC. Reserves are judged to be economically producible in 
future years from known reservoirs under existing economic and operating conditions and assuming continuation of current 
regulatory practices using conventional production methods and equipment. In the analyses of production-decline curves, 
reserves were estimated only to the limit of economic rates of production under existing economic and operating conditions 
using prices and costs consistent with the effective date of this report, including consideration of changes in existing prices 
provided only by contractual arrangements but not including escalations based upon future conditions. The petroleum 
reserves are classified as follows: 


Proved oil and gas reserves — Proved oil and gas reserves are those quantities of oil and gas, which, by analysis of 
geoscience and engineering data, can be estimated with reasonable certainty to be economically producible—from a given 
date forward, from known reservoirs, and under existing economic conditions, operating methods, and government 
regulations—prior to the time at which contracts providing the right to operate expire, unless evidence indicates that renewal 
is reasonably certain, regardless of whether deterministic or probabilistic methods are used for the estimation. The project to 
extract the hydrocarbons must have commenced or the operator must be reasonably certain that it will commence the project 
within a reasonable time. 


(1) The area of the reservoir considered as proved includes: (A) The area identified by drilling and limited by 
fluid contacts, if any; and, (B) Adjacent undrilled portions of the reservoir that can, with reasonable certainty, be 
judged to be continuous with it and to contain economically producible oil or gas on the basis of available 
geoscience and engineering data. 


(11) In the absence of data on fluid contacts, proved quantities in a reservoir are limited by the lowest known 
hydrocarbons (LKH) as seen in a well penetration unless geoscience, engineering, or performance data and 
reliable technology establishes a lower contact with reasonable certainty. 


DeGolyer and MacNaughton 


(iii) Where direct observation from well penetrations has defined a highest known oil (HKO) elevation and the 
potential exists for an associated gas cap, proved oil reserves may be assigned in the structurally higher portions 
of the reservoir only if geoscience, engineering, or performance data and reliable technology establish the higher 
contact with reasonable certainty. 


(iv) Reserves which can be produced economically through application of improved recovery techniques 
(including, but not limited to, fluid injection) are included in the proved classification when: 


(A) Successful testing by a pilot project in an area of the reservoir with properties no more favorable than in the 
reservoir as a whole, the operation of an installed program in the reservoir or an analogous reservoir, or other 
evidence using reliable technology establishes the reasonable certainty of the engineering analysis on which the 
project or program was based; and, (B) The project has been approved for development by all necessary parties 
and entities, including governmental entities. 


(v) Existing economic and operating conditions include prices and costs at which economic producibility from 
a reservoir is to be determined. The price shall be the average price during the 12-month period prior to the 
ending date of the period covered by the report, determined as an unweighted arithmetic average of the first-day- 
of-the-month price for each month within such period, unless prices are defined by contractual arrangements, 
excluding escalations based upon future conditions. 


Developed oil and gas reserves — Developed oil and gas reserves are reserves of any category that can be expected 
to be recovered: 


(1) Through existing wells with existing equipment and operating methods or in which the cost of the required 
equipment is relatively minor compared to the cost of a new well; and 


(ii) Through installed extraction equipment and infrastructure operational at the time of the reserves estimate if 
the extraction is by means not involving a well. 


Undeveloped oil and gas reserves — Undeveloped oil and gas reserves are reserves of any category that are expected 
to be recovered from new wells on undrilled acreage, or from existing wells where a relatively major expenditure is required 
for recompletion. 


(1) Reserves on undrilled acreage shall be limited to those directly offsetting development spacing areas that 
are reasonably certain of production when drilled, unless evidence using reliable technology exists that 
establishes reasonable certainty of economic producibility at greater distances. 


(ii) Undrilled locations can be classified as having undeveloped reserves only if a development plan has been 
adopted indicating that they are scheduled to be drilled within five years, unless the specific circumstances justify 
a longer time. 


(iii) Under no circumstances shall estimates for undeveloped reserves be attributable to any acreage for which 
an application of fluid injection or other improved recovery technique is contemplated, unless such techniques 
have been proved effective by actual projects in the same reservoir or an analogous reservoir, as defined in Rule 
4-10(a)(2) of Regulation S-X, or by other evidence using reliable technology establishing reasonable certainty. 


Primary Economic Assumptions 


The following economic assumptions were used for estimating existing and future prices and costs, expressed in 
United States dollars (U.S.$): 


Oil and Condensate Prices 


Hess has represented that the oil and condensate prices were based on a 12-month average price (reference price), 
calculated as the unweighted arithmetic average of the first-day-of-the-month price for each month within the 12- 
month period prior to the end of the reporting period, unless prices are defined by contractual arrangements. The 
12-month average reference prices used were U.S.$51.19 per barrel for West Texas Intermediate and U.S.$54.87 
per barrel for Brent. Hess supplied appropriate differentials by field to the relevant reference prices and the prices 
were held constant thereafter. The volume-weighted average price for the fields evaluated was U.S.$48.55 per 
barrel. 
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NGL Prices 


Hess has represented that the NGL prices were based on a 12-month average price, calculated as the unweighted 
arithmetic average of the first-day-of-the-month price for each month within the 12-month period prior to the end 
of the reporting period, unless prices are defined by contractual arrangements. These prices were held constant 
over the lives of the properties. The volume-weighted average NGL price for the fields evaluated was U.S.$6.32 
per barrel. 


Gas Prices 


Hess has represented that gas prices were based on reference prices, calculated as the unweighted arithmetic 
average of the first-day-of-the-month price for each month within the 12-month period prior to the end of the 
reporting period, unless prices are defined by contractual arrangements. The 12-month average reference price 
for NYMEX was U.S.$3.03 per thousand cubic feet and the UK International Petroleum Exchange reference 
price was U.S.$5.85 per million British thermal units. The gas prices were adjusted for each property using 
differentials to the NYMEX or UK International Petroleum Exchange reference prices furnished by Hess and 
held constant thereafter. The volume-weighted average gas price for the fields evaluated was U.S.$2.07 per 
thousand cubic feet. 


Operating Expenses, Capital Costs, and Abandonment Costs 


Operating expenses, capital costs, and abandonment costs based on information provided by Hess, were used in 
estimating future costs required to operate the properties. Future operating expenses, capital costs, and 
abandonment costs were considered, as appropriate in determining the economic viability of the developed non- 
producing and undeveloped reserves. 


Possible Effects of Regulations 


Hess’ oil and gas reserves have been estimated assuming the continuation of the current regulatory environment. 
Foreign oil-producing countries, including members of the Organization of Petroleum Exporting Countries (OPEC), may 
impose production quotas which limit the supply of oil that can be produced. Generally, these production quotas affect the 
timing of production, rather than the total volume of oil or gas reserves estimated. 


Changes in the regulatory environment by host governments may impact the operating environment and oil and gas 
reserves estimates of industry participants. Such regulatory changes could include increased mandatory government 
participation in producing contracts, changes in royalty terms, cancellation or amendment of contract rights, or expropriation 
or nationalization of property. While the oil and gas industry is subject to regulatory changes that could affect an industry 
participant’s ability to recover its reserves, neither we nor Hess are aware of any such governmental actions which restrict the 
recovery of the December 31, 2017, estimated reserves. 


DeGolyer and MacNaughton is an independent petroleum engineering consulting firm that has been providing 
petroleum consulting services throughout the world since 1936. DeGolyer and MacNaughton does not have any financial 
interest, including stock ownership, in Hess. Our fees were not contingent on the results of our evaluation. This letter report 
has been prepared at the request of Hess. DeGolyer and MacNaughton has used all data, procedures, assumptions and 
methods that it considers necessary to prepare this report. 

Submitted, 


Deh as Yas Vensk— 


DeGOLYER and MacNAUGHTON Texas 


Registered Engineering Firm F-716 


omas C. Pence, P.E. 
Senior Vice President 
DeGolyer and MacNaughton 
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CERTIFICATE of QUALIFICATION 


I, Thomas C. Pence, Petroleum Engineer with DeGolyer and MacNaughton, 5001 Spring Valley Road, Suite 800 
East, Dallas, Texas, 75244 U.S.A., hereby certify: 


1. That I am a Senior Vice President of DeGolyer and MacNaughton, which company did prepare the letter 
report dated February 7, 2018, on the proved reserves audit of certain properties attributable to Hess Corporation, and that I, 
as Senior Vice President, was responsible for the preparation of this letter report. 


2. That I attended Texas A&M University, and that I graduated with a Bachelor of Science degree in 
Petroleum Engineering in 1982; that Iam a Registered Professional Engineer in the State of Texas; that I am a member of the 
Society of Petroleum Engineers and that I have in excess of 35 years of experience in oil and gas reservoir studies and 
reserves evaluations. 


omas C. Pence, P.E. 
Senior Vice President 
DeGolyer and MacNaughton 
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The corporation has also filed with the New York 
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the corporation’s chief executive officer is not aware 
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